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Dividends Declared 


Stock of 
Record Payable 


Atlas Tack, aq, 40e——————-Aug. 15 Aug. 
Borden Co 40c—————————Aug. 15 Sept. 
Bklyn Edison, q, $1.75————Aug. Aug. 
Canada Dry Ging Ale 25c——-Aug. Sept. 
Cons Edison, a, 40¢c———————Aug. Sept. 
Crane Co. pf, a, $1.25——Sept. Sept. 
Deere & Co $1————————Aug. Sept. 
Deere & Co pf, q, 35c————Aug. Sept. 
*Dominion Bridge, a, 29¢ec——July Aug. 
Gair (Robt) pf, a, 30ec—————-Sept. 14 Sept. 
Hudson Motor 10c- ——Aug. 17 Sept. 
Ingersoll-Rand $1.50-——————Aug. Sept. 
Kinney (G R) $5 pf 
(arr) $1.56 ——_—_-—-—————-Aug. Aug. 
Met Edison $6 pf. q, $1.50——Sept. Oct. 
Neisner Brothers, q, 25c Aug. Sept. 
Minn Mol Pw Imp pf, a 
$1.621%4 —Aug. 5 Aug. 
Nat Cylinder aa 4, 20e— —Aug. 3 Sept. 
Newport News Shipbldg & 
D ———Aug. 15 Sept. 
$1.75————_Aug. 25 Sept. 
E L P pf, a, $1.25—-Aug. Sept. 

1900 Corp B 12%4c——-————Aug. Aug. 
Phila El Co pref, q, 25c———Sept. Sept. 
Pillsbury F M 25c————— 5 Sept. 
Pitt St 544% (z 37% 2 Sept. 
Rustless I & S pf, a, 62 - 15 Sept. 
Sterling Inc pf, q, 37% Aug. 
Sun Oil Co, q, 25ce— - . 25 Sept. 
Tampa Electric 40c——— J - Aug. 
Un Eng & Fdy 50c——— Aug. 
Wesson Oil & S pf, a, $1 ‘Aug. 15 Sept. 


*Payable in Canadian funds. 


Automatic Products : 
Corporation , 





Dividend No 5 


A regular quarterly dividend of ten cents 
per share has been declared on the Capi- 
tal Stock, payable August 15, 1944 to 
stockholders of record at close of business 
August 1, 1944, 

CURTIS FRANKLIN, Treasurer 
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QLC.F, 
AMERICAN CAR AND FOUNDRY 
COMPANY 
30 CHURCH STREET 
New York, N. Y. 

The following dividends have been declared: 


Preferred Capital Stock 
One and three-quarters per cent 
(134%) payable October 2, 1944, 
to the holders of record at the close 
of business September 21, 1944; 


Common Capital Stock 
Two dollars and fifty cents ($2.50) 
per share payable October 3, 1944, 
to the holders of record at the close 
of business September 21, 1944. 
Transter books will not be closed. Checks will 
be mailed by Guaranty Trust Company of 
New York 
CHARLES J. HARDY, Chairman 
Howarp C,. Wick, Secretary 
July 17,1944 
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Underwood-Stratt 


Armistice Day in 1918 brought joyous celebration. Whether the present war ends very soon in 
Europe or later, the public mind is thoroughly attuned to the possibility of early peace. America 
will rejoice, but this time with sober reservations. People cre wondering about jobs, business ac- 
tivity and prices in the early months of the approaching peace. So are the editors of this maga- 


zine, which is why we have prepared the economic analysis and projection beginning on page 440 
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C. G. Wycxorr, Publisher 


LAURENCE STERN, Managing Editor 
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The Trend of Events 


COMING TAX REVISION ... There is today a steadily 
growing pressure of public opinion in behalf of a com- 
prehensive revision of the Federal tax structure as quickly 
as possible after the end of the war in Europe. The em- 
phasis is not negative but positive. The objective 1s not 
the mere reduction of the tax load but the adoption of 
tax policies calculated to permit generation of a max1- 
mum volume of private business activity and employ- 
ment. 

All who believe in capitalist enterprise favor this gen- 
eral objective, for it is obviously in the interest of every 
class, against the interest of none. “Incentive taxation” is 
subscribed to in principle by any number of Government 
officials, members of Congress, prominent business men, 
labor leaders and economists. Several comprehensive 
proposals have been advanced by private groups, and 
experts of the Congressional Joint Committee on In- 
ternal Revenue Taxation are working along similar lines. 
The problem is complicated, both technically and politi- 


| cally, and thus will require much exploration and debate. 


Action by Congress can hardly be expected for some 
months, but when it begins to take shape the sense of 
urgency imparted by defeat of Germany may reasonably 
be expected to speed the legislative processes. 

At this stage the program drawn up by Beardsley Ruml 
and H. C. Sonne for the National Planning Association— 
as well as the ‘““T'win Cities Plan,” formulated after long 
study by a group of Minnesota business men—can only 
serve as a basis for preliminary discussion. The former, in 


which the most significant suggestion is that all Federal 
taxing of corporations be ended except for a 5% franchise 
tax and that nearly three-fourths of future revenue be 
raised from individual income taxes, seems to us imprac- 
tical because it certainly can not have political accept- 
ance. The most novel and progressive feature of the 
“Twin Cities Plan” is its suggestion that 40% of the divi- 
dend income be exempt from individual income tax. 

We think current increasing use of the term “incentive 
taxation” may be somewhat misleading and confusing. 
It implies that special benefits are sought for venture 
capital. So far as this publication is concerned, what is 
asked and demanded is not any Government coddling of 
capital but merely that the most stifling tax shackles be 
taken off. These are the double taxation of dividends 
and the absurd capital gains tax. 

If the American people want a dynamic private enter- 
prise system and if they concede that investors who supply 
equity capital should not in common justice or common 
sense be subject to a special tax penalty for so doing, 
they will insist that Congress go all the way—not just 
40% of the way as is proposed in the “Twin Cities Plan” 
—to put equity capital on a par with debt capital for tax 
purposes. The simplest way of doing this is to allow 
corporations to deduct dividend payments from taxable 
earnings, precisely as they are now allowed to deduct 
payments of interest to their bondholders. 

The capital gains tax, existing in few places of the 
earth except the U. S. A., has the dubious distinction of 
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producing small revenue and big restriction of invest- 
ment. In fact, it costs the Treasury money. Kill it, and 
the resulting increased investments would, through busi- 
ness stimulation, bring in much more revenue than does 
the penalty tax. It can’t in its nature bring in important 
revenue because it is the one tax that people can easily 
avoid paying—simply by not making new investments and 
by freezing their present investments. 

These matters are of direct personal concern to every 
reader of this publication. If you agree with the views 
advanced here, we suggest that you clip this editorial, 
mail it to your Senator or Representative and tell him 
briefly but clearly that you, as one of his constituents, 
want action. 


ACTION ON RECONVERSION ... In changing its 
mind about continuing in recess until after Labor Day, 
Congress has evidently heard in no uncertain fashion from 
the people back home. We all know it is hot in Wash- 
ington during August, but it is also hot in the war plants 
and on the fighting fronts—and Congress has far more 
urgent work facing it than anything which was done in 
the months before it recessed. There has been legisla- 
tive action to date on only one of the recommendations 
of the Baruch-Hancock report: the contracts termination 
bill. 

We are now promised an early start on consideration 
of legislation having to do with disposal of surplus plants 
and materials and with the establishment of an office of 
demobilization. The former is a complex matter, and 
with the possibility of early German defeat a very real 
one, too much time has already gone by while Congress 
waited: for what, we don’t know. 


THE RUBBER MIRACLE ... The production of synthetic 
rubber in this country has now reached a monthly rate 
indicating annual total of 836,000 tons. This figure ex- 
ceeds our imports of crude rubber in the highest pre-war 
year by more than 25%. So far as the basic material is 
concerned, the rubber emergency is over. In recognition 
of that fact, Col. Bradley Dewey, who some time ago suc- 
ceeded Mr. William Jeffers as Rubber Director, is resign- 
ing; and has recommended that the remaining routine 
work of the agency be transferred to a division of the 
War Production Board. This statement is a dramatic 
footnote to one of the most notable chapters in the story 
of America’s remarkable war effort. 

Despite the initial months of muddling and delay— 
ended when the Baruch report led to calling in Mr. 
Jeffers from his railroad job and to giving him adequate 
powers for the rubber task—the monumental fact is that 
in less than go months after Pearl Harbor there was 
created a “home-grown” rubber industry capable of meet- 
ing all war requirements, and also capable of preventing 
the development of any serious crisis in civilian automo- 
tive transport. If anyone before the war had said this was 
possible, the prediction would have been put down by 
industrialists and Government officials as a Jules Verne 
fantasy. Great credit, indeed, belongs to those who ef- 
fected this miracle: the dozen or more large corporations, 
the hundreds of scientists and engineers, as well as Mr. 
Jeffers, Col. Dewey and their associates of the Office of 
Rubber Director. 

None of this means there will soon be plenty of tires 


for civilians. The bottleneck is now in manufacture of 
tires, and probably will take at last several months to 
lick. Beyond that, it will take time even for capacity out- 
put to fill all the waiting needs. Meanwhile, essential 
users must come first, unrestricted tire sales are not in 
sight and automobile owners will be well advised to take 
all possible care of present tires. Even so, the situation 
is much improved in that recaps and new tubes can be 
had without restriction. As compared to the rubber prob- 
lem that has been surmounted, licking the tire problem 
will be fairly simple. 


LET'S NOT DREAM ... Especially among “liberal” 
economists and writers of cosmic editorials, it is now be- 
ing urged that in order to have adequate employment 
after the war we must keep the national income pretty 
close to the present level or around $150 billions a year— 
although some will compromise on $130 billions as ac- 
ceptable. This view tends to put the cart before the 
horse. It would be in the interest of clearer thinking, we 
believe, to reverse the statement and say that we must 
have a high level of employment if we are to have a 
high national income in good dollars. 

But this makes the discussion painful right away, for 
it is much easier to talk glibly about what we “have to 
have” in theoretical national income than to suggest 
ways and means whereby in peace-time there can be jobs 
for 10 million to 12 million more persons than there 
were in 1940. That is what is required for what the econ- 
omists call “full employment.” 

Some people—if we can judge by the recent summer 
speculation in the stock market—not only apparently 
figure that a prosperity level of post-war employment is 
“in the bag’’ but seem to be dreaming dreams that all 
will be serene even during the shift from war to peace. 

New York’s outspoken and hard-headed Park Commis- 
sioner, Robert Moses, was testifying the other day before 
a House sub-committee on post-war planning. He doesn’t 
believe in economic dreaming. So he told the committee 
flatly to look out for a “tremendous drop” in employ- 
ment and national income over a two-year period, be- 
ginning promptly after defeat of Germany. There are 
some others who are also beginning to look the realities 
in the face, instead of skirting around them. Thus, The 
Journal of Commerce remarks editorially that there could 
easily be a decline to 30 to 40% in total wage and salary 
payments, and that such a decline is bound to affect the 
market for consumer goods of all types. 

As is pointed out by Ward Gates in a special article 
elsewhere in this publication, the mere return to a stand- 
ard work week and the shift of workers from high-pay 
durable goods industries to lower-pay non-durable indus- 
tries will bring a whopping big decline in wage income, 
even if there were no unemployment at all. But, of 
course, there will also be unemployment. Optimistic 
day-dreaming about the national income we “ought” to 
have, will not make any jobs. 


THE MARKET PROSPECT... Our most recent invest- | 


ment advice will be found in the discussion of the pros- 
pective trend of the market on page 438. The counsel 
embodied in the feature should be considered in connec- 
tion with all investment suggestions, elsewhere in this 
issue. Monday, July 31, 1944. 





BUSINESS, FINANCIAL and INVESTMENT COUNSELORS 





1907—“Over Thirty-Six Years of Service’—1944 








THE MAGAZINE OF WALL STREET 





Ti 


chec 
in N 
sian 
port 
tion 
ansv 
and 
hap] 
Onc 
shou 
Bi 
harc 
some 
still 
will 
its a 
force 
nal | 
in st 
St 
driv. 
ing 
that 
will 
will 
settle 
noth 
view 
she ] 
ly or 
milit 
and 
sulta 
Will 
ter 
man 
In 
felt 
indi 
er We 
the | 
lin f 
thing 
of tl 
and | 
plify 
we I 
tent 
deal 
TI 
in re 
the ] 
evade 
ily di 
one-s 
time 
ceiva 


AUG 





re of 
is to 
out- 
ntial 
yt in 
take 
ition 
n be 
»rob- 
blem 


eral” 
v be- 
nent 
retty 
ear—- 
S ac- 

the 
r, we 
must 
ve a 


, for 
ve to 
rgesl 
jobs 
here 
-con- 


ymer 
ently 
nt is 
t all 
eace. 
mis- 
fore 
esn’t 
ittee 
ploy- 
, be- 
- are 
lities 
The 
ould 
ulary 
t the 


ticle 
and- 
-pay 
idus- 
ome, 
BOF 
istic 
ete 


vest- f 


orOs- 
insel 
inec- 

this 


EET 





As. J See Jt! 


IF RUSSIAN ARMIES REACH BERLIN FIRST... 


BY ROBE 


Tue amazing pace of the Russian offensive, still un- 
checked, and the relatively slow progress of the fighting 
in Normandy poses at least the possibility that the Rus- 
sians may reach Berlin first. This possibility raises the 
portentous question: What then? Admittedly, the ques- 
tion may be premature and perhaps will never beg an 
answer. While progress in France so far has been slow 
and behind expectations, events, when they do start to 
happen there, may indeed happen with great speed. 
Once we can break the logjam, the tide of Allied power 
should race swiftly to the flood stage. 

But the fact remains that Russian armies, pressing ever 
harder towards the borders of Germany proper, are now 
some 350 miles from Berlin, our armies in Normandy 
still over 600 miles. Doubtless the Russian steamroller 
will eventually run up against stiffer opposition, slowing 
its advance, but so may our western offensive after our 
forces have broken out into the open. Barring an inter- 
nal German breakdown, much hard fighting may still be 
in store both East and West. 

Still, having only half as far to go as the Allied armies 
driving from the West, the chance of the Russians reach- 
ing Berlin first remains a live one. The simple fact is 
that Russia today sets the pace of the war in Europe and 
will probably continue so. Under the circumstances, she 
will likewise want to set the pace in the European peace 
settlement. Her action in regard to Poland certainly does 
nothing to modify this 
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for such a development inevitably would have an impor- 
tant effect on our own attitude towards the resultant 
peace and our willingness to use our power and influence 
in the defense of settlements which may be contrary to 
our own aims and convictions. 

Perhaps the Polish situation should not be taken as a 
valid precedent, for clearly Germany presents a different 
case and even Russia admits the immense contribution 
of her western Allies in the battle against Germany with- 
out which the enormous Russian successes would hardly 
have been possible. Still the question remains and so 
far there have been no signs of any diplomatic settlement 
beforehand. America and Britain continue to insist on 
unconditional surrender but no such demand has come 
from Russia. Indications are that up till now, there has 
been no agreement between the Big Three as to their 
attitude towards a defeated Germany. Instead, Russia 
has been sponsoring a Free German Committee, and the 
recent manifesto signed by 16 captured German generals 
—certainly not issued without Russian permission—con- 
stitutes one of the most unusual and significant docu- 
ments of the war. Perhaps it is unwise to attach too much 
significance to it, but almost coinciding as it does with 
the latest anti-Hitler plot in high German army circles, 
it cannot be ignored or dismissed as an essentially propa- 
gandistic move without any deeper significance. 

It has been said that Roosevelt and Churchill favor as 
much as possible preser- 





view. In the latter case, 
she has acted unilateral- 
ly on the strength of her 
military predominance 
and without prior con- 
sultation of her Allies. 
Will she do so again af- 
ter conquest of Ger- 
many? 

In some quarters it is 
felt that it is a matter of 
indifference to us wheth- 
er we and the British, or 
the Russians reach Ber- 
lin first, that the main 
thing is decisive defeat 
of the common enemy 
and that perhaps to sim- 
plify matters all around, 








vation of the political 
status quo in post-war 
Europe in the sense that 
they are striving to pre- 
vent grave social up- 
heavals or radical anti- 
capitalistic trends in the 
defeated countries. Our 
policy in conquered 
[taly seems to confirm 
this. But how such a 
policy, if pursued in 
Central Europe, would 
square with Russian 
ideas is another matter. 
If we are committed to 
it, Russian arrival in 
Berlin ahead of us may 
well make it untenable 
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we might well be con- 
tent to leave Germany to the tender mercy of Stalin, to 
deal with in his own way. 

This might be true, as to the first two points but is it 
in respect to the third point? I greatly doubt it. Rather 
the latter view smacks of wishful thinking, a desire to 
evade a potentially difficult situation which might read- 
ily develop in the political field, should Russia insist on 
one-sided exploitation of her military victory when the 
time for a peace settlement is at hand. It is hardly con- 
ceivable that this could be a matter of indifference to us, 
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unless Allied diplomacy 
finds a practical way out. In the interest of Allied unity, 
essential not only during but after the war, a deadlock, 
if it should threaten, must be prevented. If this can be 
done, then it really doesn’t matter who gets to Berlin first. 

It is quite possible, of course, that Allied progress in 
France will quicken sharply from here on; in which 
event our prestige in Europe will rise proportionately. 
Within the past few days we have had at least tentatively 
promising indications that the “bridgehead days” may 
be over. 
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What's Ahead for the Market 


We believe it probable that the summer boomlet has topped 


out and that lower average prices are now in the making. 


BY SA EP. 


In June good war news, as then specifically represented 
by establishment of the Allied bridgehead in Normandy, 
was regarded as bullish by the stock market; and: that was 
a double-cross of the generally “cautious” sentiment previ- 
ously prevailing. 

After mid-July, and especially after the Nazis began to 
shoot their generals, good war news no longer brought a 
rush to buy stocks. On the contrary, the market reacted 
sharply. This double-crossed those who thought that, 
since some good war news had been bullish, more of the 
same would be still more bullish. 

This again raises a question of whether, in a stock 
market sense, peace in Europe—or the expectation of it in 
the relatively near future—is really bullish or bearish. 
The answer lies not in facts and figures but in speculative 
and investment psychology, which is somewhat mercurial 
at all times and especially so under war conditions. 

If we read the popular mind aright, peace in the ab- 
stract is something to celebrate. But peace as a concrete 
and early fact—since it forces one to contemplate a vast 
and generally deflationary economic readjustment in the 
shift from a war economy to a peace economy—is some- 
thing that gives pause to easy optimism. It makes people 
think more in specific terms about how individual com- 
panies may fare in the coming deflationary period, less in 
such vaguely general terms as “post-war boom.” 

When people try to think in terms of specific selectivity 
today, the result at best is uncertainty and confusion. On 
the recent rise they had been doing a lot of hopeful guess- 
ing. Nobody can know actually how far the levels of pro- 
duction, national income and employment will fall in the 
transitional period nor what the duration of the slump 
will be. In impact on industries and companies, the ef- 
fects of the defeat of Germany will be diverse and irregu- 
lar, yet if one tries to “forecast” the bases for a new select- 
ivity in demand for equities, he is up against more blind 
spots than known facts. 

Above all, the response of popular thinking to an ex- 
pected great event—in this instance, peace in Europe— 
always depends largely on the market position at the 
time. If there has been an important and sustained de- 
cline discounting bad news, its eventuation nearly always 
brings advance. If there has been an advance, discount- 
ing expected good news, its eventuation brings reaction at 
best and may bring important decline. 

We were wrong in believing, at the time of invasion of 
France, that the market was high enough to be vulnerable 
to a “reconversion deflation” psychology. Instead, specu- 
lative buyers—and some investors—put the matter of our 
transitional economy out of mind for the time being and 
reacted bullishly to peace in the abstract. 

Just before our invasion of France, and before the 
amazingly successful Russian offensive on the eastern 
front began, the Dow-Jones industrial average stood at 
142.34, with the “breakout signal” of advance above the 
1943 high yet to be given; this publication’s index of 283 
stocks was at 87.5; index of 100 high-price stocks was at 
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67.16 and index of 100 low-price stocks was at 85.79. 

From those levels the market’s “general offensive,” at 
its farthest gains, carried to 150.50 in the Dow industrials 
for a little over 8 points or less than 6 per cent; to 100.7 
in our composite index for about 13 points or around 14 


per cent; to 72.23 for the 100 high-price stocks for 5 points } 


or a bit over 7 per cent; to 106.90 for the index of 100 
low-price stocks for about 21 points or some 24 per cent. 
It may be added that the maximum post-invasion gain in 
the Dow rail average was 2.34 points or about 5 per cent. 


This was accomplished on much increased volume, with } 


the general run of better-grade stocks notably lethargic, 
but with a substantial repetition of the early 1943 rush 
for low-price stocks. At the recent reaction low, the Dow 
industrial average had cancelled about 5 points of its 8- 


point post-invasion advance or over 60 per cent; the 100 | 


high-price stock index had given up over 3 points or 
around 60 per cent; our index of 283 stocks was down 7 
points or about half of the post-invasion rise; the index of 
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low-price stocks had cancelled over 10 points or nearly 
half; the Dow rail average had given up 1.60 points or 


' over 68 per cent. 


On the one hand, the substantial numbers of people 
who bought on this rise—some of whom are now “hung 
up”—can not take profits except with full liability to in- 
come taxes; and probably relatively few have paper prof- 
its exceeding this tax liability. On the other hand, the 
smaller numbers who bought stocks at any time during 
the closing months of last year or the early weeks of this 
vear, when the Dow industrial average for quite a time 
ranged between 130 and 135 and when our composite in- 
dex ranged between 75 and 80, can now take profits sub- 
ject to net tax of 25 per cent on capital gains. 

We think it logical to reason that on any further re- 
action—and we expect some—the main eroding pressure 
on prices is likely to come from those who operate for 
6-months capital gains and who have them to take. More 
recent buyers, due to the tax factor, may largely sit tight 
and become “involuntary investors.” ‘Technically, this 
situation would not seem to have the makings of a “nose- 
dive’”—unless, incident to thoughts of the post-Hitler 
business deflation, more of a psychological scare develops 
than there are any signs of today. On the other hand, in 
low volume markets—and this again has become one—it 
takes only a modest balance of selling pressure to lower 
prices materially. 

The most dubious question, we think, has to do with 
the demand side in the weeks ahead. The doubtful ele- 
ments are just what they have been for some time, the 
technical difference being a moderately higher general 
price level, a substantially bigger—and basically specula- 
tive—position in low-price stocks, and, in relation to any 
probable earnings of the next two years, what would 


| seem to be an untenably advanced position for most of 
| the consumer goods stocks whose post-war potentials have 
been regarded. with greatest favor. 


What kind of stocks 
can now be bought with any basis of confidence that they 
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are likely to show important gains 6 months from now, 
when 6 months may very well bring us into a sharp ac- 
celeration of the present slow downtrend in industrial 
production and in aggregate corporate earnings? In- 
vestors who can not see a satisfactory answer to this ques- 
tion will hardly be buying stocks on balance; and are 
more likely to hold cash against the possibility—proba- 
bility, we believe—that at some time before or during the 
transitional slump average stock prices will be very con- 
siderably lower than now. 

If this is wrong—if there is to be significant further ad- 
vance on this “summer move’—it seems quite evident 
that it will have to rest, as was the case heretofore, on 
speculative demand chiefly for low-price stocks. As we 
have pointed out before, there can be few genuine bar- 
gains left in this class of stocks. To expect continuing 
rise in them is to expect that either the same people who 
bought so heavily between early June and mid-July will 
keep on buying, or that a new crop of speculative buyers 
will be forthcoming. We believe both assumptions are 
very doubtful. 

Therefore we continue to look upon the June-July 
phenomenon as a temporary psychological boomlet and 
not a sustained bull market phase that investors can tie 
to with reasonable hope of worthwhile profits after tax 
liability is allowed for. We think it probable that the 
peak of this move in the averages was seen in July, 
though the technical “readings” on this score are at this 
writing indeterminate. Last week’s rally was of small 
average proportions, with a progressive shrinkage in vol- 
ume. Perhaps a better rally will come from a moderate- 
ly lower level. Failing to better the previous average 
highs—and we doubt that it will—further decline may be 
expected to follow. Moreover, whatever the immediate 
trend, the market will almost certainly now “kill some 
time” below the highs; and this likely will take us bevond 
the summer period when there is anv seasonal bias in 
favor of advance. —Mondav, July 31 
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EARLY PEACE POTENTIALS FOR: 


Jobs... Prices... Purchasing Power 


BY 


As we near the end of the war in Europe, the general 
“sentiment” about the shape of things to come in the 
first year or two of transitional adjustment is a curious 
mixture of optimism and apprehension. 

The stock market, although there was some recent 
wavering in its optimism, has for some weeks been ex- 
pressing high hopes for a post-war business boom within 
a generally conservative political environment, while res- 
olutely putting out of mind any too unpleasant thoughts 
about the interim economic consequences that will result 
from the coming big decline in Government war-spend- 
ing following defeat of Germany. 

Against this, responsible Government officials, organ- 
ized labor and most industrialists are not viewing the 
transitional prospect with either cockiness or unconcern. 
They know we are having right now the greatest of all 
booms in production and aggregate business activity— 
despite the missing output of consumer durable goods, 
including housing construction—and that “easy money” 
by the billions is circulating around and around in this 
land as never before—and probably never again unless 
during another war. 

They do not see how you can take some $50,000,000,000 
out of this gushing stream of money, in the first year or 
so after we are done with the Nazis, without the effect 
being felt in a big and unpleasant way. 

In this article, which we present because we think the 
present tempo of military and political disintegration in 
Germany gives it urgent importance, we start with 
neither an optimistic nor pessimistic “slant” and will 
strive to look ahead realistically. For the purpose of our 
projections, we are assuming—although, of course, no one 
can be sure of a hypothetical time table—that Germany 
will be beaten this year, and that Japan will be through 
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(at least in terms of needed American war production) 
within twelve months after German surrender. 

On this basis, 1945 will be a year of much reduced 
war production, with substantial progress in industrial 
reconversion, but not by any means a “peace year.” The 
low point of deflation in production and employment 
would probably be established during the first half of 
1946, perhaps within the first quarter of 1946. If Ger- 
many gives up the ghost before late in the year and if 
Japan is knocked out in less than a year thereafter, our 
projected economic time table would naturally move up 
proportionately. On the other hand, should Japan be 
beaten surprisingly quickly after defeat of Germany, we 
can expect that the impact of transitional deflation would 
be more concentrated in time and much more severe 
than otherwise. But this seems unlikely. 

Let us begin with the favorable elements in the picture. 

(1) Because of the Pacific War, we can not unwind 
our war economy as rapidly as was the case after World 
War I. Even six months of war with Japan, after the end 
in Europe, would ease greatly the transition problems as 
compared to what they would otherwise be. 

(2) Military demobilization and economic readjust- 


ment after the last war were in high degree unplanned } 


and disorderly. Soldiers were rather hastily released with 
only $60 mustering-out pay. War contracts were quickly 
cancelled but settlements of claims were slow. Price con- 


trols were removed too soon, with the result that the most | 
painful phase of price inflation came after the Armistice, | 


and that early post-war inflation was mainly responsible 
for the severity of the 1920-1921 depression in which em- 


ployment fell by 6,496,000 persons, or some 15 per cent, | 
from the war-time high, national income dropped by | 


over $12,000,000, or 17 per cent., and wholesale prices 
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plummeted down by some 45 per cent. Today, the Gov- 
ernment and business men generally are much more 
aware of the problems and the dangers. The advance 
planning is not complete and some important “blind 
spots” remain—but, on the whole, we are much better 
prepared for peace, psychologically and otherwise, than 
we were the last time. There are flexible, but orderly, 
plans for military demobilization; and much more gen- 
erous financial provision for released service men than 
after World War I. There are large Social Security re- 
serves, against none before. 

(3) The military demobilization can not be as com- 
plete as after the last war and probably will take at least 
a year after defeat of Japan to settle down to a semi- 
permanent defense level which most believe will be at 
least 2,500,000 persons. This will mitigate the early post- 
war deflation of employment to some extent. 

(4) As compared with the situation after the last war, 
the accumulated liquid savings in the hands of consum- 
ers are far greater both relatively and absolutely. This 
is individualistic “social security.” The total of such 
savings by the end of this year will probably exceed 
$100,000,000,000. Probably no major part ever will be 
spent, but the availability of these personal reserves will 
tend to cushion decline in consumer spending due to un- 
employment. 
| (5) The problem is not to maintain war-time employ- 
} ment, for the level is abnormally high due to temporary 
entrance into the labor force of a great many women, 
old people and ’teen-age youth who would not seek em- 
ployment under peace-time job competition. It is be- 
lieved from 5 to 6 millions of these will “retire” from 
work and resume dependency status. 

But there are, of course, some unfavorable elements in 
the picture also, as follows: 

(1) Both relatively and absolutely, the over-all prob- 
lem of readjustment is of far greater magnitude than 
duced } after the last war. When the Government spent at most 
istrial } about $15,000,000,000 a year for war; now it is $go,- 
’ The } 000,000,000. Then about one-quarter of the total na- 
yment } tional product was devoted to war; it is now one-half. 
alf of (2) The industries now subject to reconversion make 
- Ger- |up a much bigger relative proportion of our aggregate 
ind if } industrial economy than after the last war, due to huge 
r, our } intervening growth of the consumers’ durable goods field 
ve UP |topped by automobiles and mechanical household equip- 
an be }ment. 
ly, we (3) Consumer goods industries now in war work will 
would }have to resume civilian production on a sharply higher 
severe | cost basis, mainly due to general raising of wage rates dur- 













ction) 





cture. 
1wind 
NVorld 
e end i200 
‘ms as 


PER CAPITA NATIONAL INCOME 





djust- 
anned | 
1 with 
uickly 
e con- 
> most 
istice, 
nsible 
h em- 0 
- cent, 190) 
ed by 


prices 


UNIT - ONE DOLLAR 











1944 esr. 


1939 











REETAUGUST 5, 1944 












AVERAGE HOURLY WAGES 
IN MANUFACTURING INDUSTRIES 








ONE CENT 
N 
° 


w& 
wn 


° 
) —$ or 


UNIT - 














1901 





ing the war. The “technical progress,” tending to reduce 
unit labor costs, has been in war work. It is only partly 
applicable to the coming resumed production of civilian 
durable goods; and in that part, cost-reducing applica- 
tion will take at least a couple of years. 

(4) No major reduction in the total of consumer taxes 
can be expected in 1945 or 1946. On our assumed time 
table of peace, the Federal budget will surely be at least 
$50,000,000,000 in 1945, perhaps $35,000,000,000 to $40,- 
000,000,000 in 1946. On the other hand, Federal revenue 
—even at present tax rates—will have automatically de- 
clined sharply with the fall in national income. Political 
promises of earliest possible personal tax reduction will 
be carried out “in principle” by moderate cuts in the 
lower-income brackets. This question of post-war taxes 
has a very important bearing on consumer buying power, 
as we shall see. 

Financially speaking, there are two kinds of employed 
people in this country. There is a large group—some re- 
spectable estimates put it at nearly 40 per cent of the 
gainfully occupied—which on the average has less pur- 
chasing power than before the war. This is, of course, 
after allowing for higher taxes and the increased cost of 
living. These people, on the whole, are now more or less 
“pinched.” Even though a large percentage of them hold 
“regular” salary jobs, nevertheless the average money 
income of the group will experience at least some decline 
in the early peace period. The group will remain on the 
“squeezed” side in purchasing power until and unless 
taxes and the cost of living, or both, are reduced. We 
have already said that no great tax reduction is likely in 
the transitional period, and we shall have a look at the 
post-war cost of living outlook hereafter. 

The second great group, numerically the largest, is 
made up of those who are better off as a result of the war 
—better off on a net basis, after allowing both for taxes 
and the higher living costs. This group consists largely, 
but not exclusively, of war industry employees, farmers, 
a goodly percentage of self-employed professional people 
and business entrepreneurs; and, of course, all gainfully 
occupied persons who either were unemployed before the 
war or not in the labor force. 

This broad group accounts for the larger part of the 
over-all war-time inflation of consumer purchasing pow- 
er; and undoubtedly—though statistical proof is not avail- 
able—its share of total consumer savings in liquid form 
has been radically increased. Obviously, it is on this 
group that the coming large slashes in Government war- 
spending will have the greatest deflationary impact, both 


441 











mare 


oor”. 














| 
| 
| 


in terms of employment and disposable earned income 
of those who avoid unemployment. At the very best, it 
will be a big come-down. 

In manufacturing industry the average work week is 
now around 45 hours, with time-and-one-half rates for 
the 5 hours over 40. There is also a certain amount of 
double-time pay for seventh day or holiday work. Who 
cares about costs? The Government, directly or indi- 
rectly, is footing the bill or the major part of it. 

But in peacetime civilian manufacture the standard 
work week is 40 hours; and because of illness and ab- 
senteeism, the actual work week—on which take home 
pay is based—averages between 38 and gg hours. Thus, 
return to a standard work week, even without any re- 
duction in employment or hourly wage rates, would cut 
income of manufacturing wage workers by nearly 18 
per cent. 

But for these wage workers there will be a further de- 
flationary factor involved in transition to peace. It will 
be inherent in the enforced shift of several millions of 
workers out of high-scale jobs in durable goods indus- 
tries—now the war industries—into lower-rate jobs in 
non-durable goods industries, trade, services, etc. On an 
average, hourly wage rates in non-durable goods indus- 
tries are some 24 per cent lower than in durable goods. 
In economic effect, such a shift in employment will be 
equivalent to a pay cut. Together with the reduction 
in work week, this shift in types of work performed would 
probably lower factory wage income by at least 25 per 
cent—again even if there were no reduction in total em- 
ployment. But, of course, there will be a reduction in 
employment. 

Within six months after defeat of Germany there will 
surely be at least 5,000,000 persons unemployed—and this 
seems a rosy estimate. At the bottom of the reconversion 
deflation, it could readily be 10,000,000 or more. If this 
seems at all startling to you, note that 1940 was a year of 
active business, with the Reserve Board production index 
nearly 14 per cent higher than in 1929—yet unemploy- 
ment for that year averaged 7,650,000 persons, according 
to Conference Board estimate. Because of growth of 
population and ever increasing mechanized output per 
worker, the scope of the nation’s employment problem is 
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substantially bigger now than in the years just before the 
war, even as it was bigger in those years than it had been 
earlier. 

Of course, the country can have active business as 
judged by pre-war sta: dards, even with large unemploy- 
ment—as was the case in 1937 and 1940. But it can do 
so only with increasingly intolerable social strains. It is 
fully accepted social and political doctrine in all present 
industrialized nations that the problem of mass unem- 
ployment simply must be solved. 

In this article we are not primarily concerned with 
longer-range possibilities. It may be observed, however, 
that it is open to question whether the expected post-war 
boom—in which the increment in employment over such 
years as 1939 and 1940 will be due mainly to the tempo- 
rary accumulation of deferred civilian needs (domestic 
and export)—can provide “full” employment. There will 
be further population growth meanwhile, and further in- 
crease in productivity per worker. By the time this boom 
is in strong swing, “full” employment can hardly be de- 
fined as less than 57,000,000 persons, or nearly 11,000, 
ooo more than were employed in 1940. 

A study of this problem—mainly from the aspect of 
production needed to provide full employment—was re- 
cently made by E. A. Goldenweiser and Everett E. Ha- 
gen of the Division of Research and Statistics of the Fed- 
eral Reserve Board and was published in the May issue 
of the Federal Reserve Bulletin. We shall cite here only 
a few of the highlights, noting first that these economists 
estimate that 60,000,000 persons will have or be seeking 
gainful occupation in the first post-transition year, and 
that 58,000,000 must be employed if unemployment is to 
be held to a tolerable minimum of 2,000,000. 


The Production Needed 


To employ that many people, they estimate that the 
gross national product will have to be $170 billions a year 
(at 1943 prices), against war-time peak near $200 bil: 
lions. They observe that a production of aggregate goods 


and services equal only to the $108 billions of pre-war} 


year 1939 would result in unemployment of between 15 
and 20 millions. 

What are the outlets—or sources—of $170 billion worth 
of goods and services? The Reserve Board study al- 
lows $30 billion on account of Federal, State and local 
governments, leaving $140 billions of goods and services 
for private use. It apportions $113 billions to consumer 
goods and services. ‘The remaining $27 billion is di- 
vided: $3 billion for increase in business inventories; $2 
billion for net export surplus, privately financed; $7 
billion for residential construction; and $15, billion for 
business investment in plant and equipment. 

Let us emphasize that these are not forecasts of what 
we can expect. They are estimates of the volume and 
character of economic activity required for full employ} 
ment. Now for some comparisons. A $113 billion total 
of consumer goods and services would require, say thes¢} 
economists, that our people purchase non-durable goods 
in volume go per cent greater than in 1941, which was 
a high year; that they purchase services in go per cent 
more volume than in 1941; that consumer durable goods 
volume be 50 per cent above 1941. 

For the rest of it, a $7 billion volume in housing woul 
be extremely large, much above any year of the buildin; 
boom of the 1920’s. The $15, billion allowance for busi 
ness investment in plant and equipment would equal 
1941 when such investment was being stimulated by rap 
idly increasing orders for muni- (Please turn to page 477) 
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W HETHER international cartels are economically 
advisable or not is a question on which opinions differ 
widely. Nowhere, apparently, is this more true than 
within the Administration itself, hence it would be a 
mistake to assume that the anti-cartel statements emanat- 
ing from Governmegt quarters constitute conclusive evi- 
dence that cartels are definitely out of the post-war eco- 
nomic picture. 

Our official policy has been confused. Sometimes we 
have favored combinations and price-fixing agreements, 
and sometimes we have condemned them, as in our 
traditional trust-busting campaigns. Of late, Assistant 
Attorney General Wendell Berge has been taking a mili- 
tant stand against American participation in interna- 
tional cartel agreements after the war, yet there is seri- 
ous question whether the Justice Department can do 
much about it. The more realistic view is that until car- 
tels are eliminated from the international scene, Ameri- 
can business should be permitted to organize in such a 
manner as to be able to sell in a cartelized world market. 

It all boils down to the question: Can cartels be elim- 
inated? To the writer, this appears extremely doubtful. 
The most difficult problem before the world, once it has 
settled down to a modicum of post-war stability, will be 
the problem of excess capacity. This situation can hard- 
ly be cured by free competition nor by the argument that, 
if our entire distributive system were different, all that 
can be produced could be used. The latter may be true 
to some extent, but would certainly fall short of a com- 
plete solution. 

The fact remains that there is a strong trend all over 
the world toward cartelization of foreign trade and even 
domestic production and trade, and if anything, this 
trend will be fostered by the conditions which most na- 
tions are likely to face after the war. 

Right now, plans are being laid for an international 
conference to consider the post-war use of cartels. While 
official opinion seems unanimous against this device in 
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any shape or form, we have actually used it under various 
names and disguises and probably will do so again, to 
our advantage. Great Britain is openly favoring large 
combinations in domestic business after the war, and 
cartel arrangements in world trade. There is a distinct 
possibility of an oil compact resulting from current An- 
glo-American discussions of world oil problems, with 
Russia eventually participating. Some months ago, the 
British had a mission in this country discussing cartels in 
general. Our country and Canada have been exploring 
the field. Representatives of the British steel industry 
have been endeavoring to get our steel industry into a 
post-war cartel arrangement for steel. 

Cartels of course are not the deadly instruments for 
stifling trade or scalping the consumer as frequently 
made out by those who oppose them. In the past, we 
have been using the cartel idea ourselves quite exten- 
sively. The NRA of the early New Deal days, with codes 
of fair competition, was one offshoot of the cartel idea. 
So were our measures supporting farm prices and the 
price for bituminous coal. Basing point agreements, one 
of the principal features of foreign cartels, are common 
in this country though now increasingly under attack. 
Our fair trade laws constitute in effect a price mainte- 
nance system hardly less efficient than that of any foreign 
cartel. Officially, we have been participating in inter- 
national wheat and coffee agreements, fixing production 
quotas and indirectly prices. In most instances, the 
effects were economically beneficial, certainly more bene- 
ficial than detrimental. Hence it would be folly to con- 
demn cartels without qualification. 

An understanding of the issue requires an understand- 
ing of what the use of cartels really means; misunder- 
standing of the meaning is what usually creates contro- 
versial discussion. At the core of all definition is the 
fact that cartel activities are arrangements among busi- 
ness enterprises engaged in the same type of industry to 
avoid or regulate some or all forms of competition. From 
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Photo from European 


Krupp Works in Essen, Germany, one of the major components of the 
important European steel cartel as constituted before the war. 


the standpoint of practical operations, cartels may vary 
from relatively simple control over specified trade prac- 
tices to detailed administrative control over almost every 
phase of production and marketing. Most cartels fall 
into five major groups: (1) Trade practice cartels. (2) 
Price cartels. (3) Territorial cartels. (4) Production car- 
tels, and (5) Cartels as sole selling agencies. Main ob- 
jection of our official cartel busters is that from their 
very nature, cartels constitute restrictive devices, a pyra- 
miding of monopoly in various forms. 

As to post-war, the real issue is whether policies ol 
restriction or expansion are to prevail in carrying on 
international trade, vital to our prosperity. As presently 
viewed by our Government, this appears to be the main 
issue to be threshed out at the forthcoming international 
conference on cartels. Whatever the final decision in 
this conflict of economic policies, it can profoundly affect 
our industrial life both here and abroad. 

While not necessarily so, the tendency of cartels no 
doubt is to follow certain policies of restriction which 
may be in the interest of the companies concerned and 
which, it is feared, may help prevent full production and 
full employment. Still, their existence remains a stub- 
born fact and all evidence points to the likelihood that 
after the war, they will operate abroad more widely than 
ever. American business, though cherishing the com- 
petitive system of equal economic opportunity, must 
face the issue squarely and realistically. 

The United States is practically the only country 
where combinations between business enterprises are 
considered contrary to law. After fifty years of effort, 
our Government has not yet succeeded in checking the 
trend toward monopoly in domestic business, hence the 
skepticism that competition can be enforced in the in- 
ternational field. However, the cartel question is right 
at the center of the whole question of post-war planning 
in the field of foreign commerce; it is being studied from 
various angles by many branches of the Government. 

If our ultimate decision should be to try to eliminate 
cartels the world over, ways and means must be found to 
enforce some sort of a world anti-trust law. This won’t 
be easy; probably, it won’t be feasible, yet this approach 
is getting a test now in monopoly suits recently filed by 
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the Department of Justice against leading Ameri. 
can, British, Dutch, Swedish and German cor- 
porations. ; ve 

If, what appears far more likely, the decision 
will be to permit selective and limited use of 
cartels, then the question of control will arise. 
Officially, the view is held that future trade 
agreements may be nullified if private cartels 
are permitted to limit exports or imports with- 
out regard to tariffs. Thus if cartels are to be 
allowed to operate, they must be subject to Gov- 
ernment regulation. 

In the light of experience, this point is well 
made. Nevertheless, standing alone in the world 
with our anti-cartel attitude, it would seem in. 
cumbent upon us to examine our position, a 
potentially disturbing element which may well 
make difficult any effort to establish economic 
collaboration. Psychologically, too, the present 
is an excellent time for such soul-searching, to 
examine whether we could advantageously adopt 
a selective policy between the extremes of full 
cartelization and absolute competition. 

Various degrees of Government controls have 
been suggested and one or more of these could 
be used, depending on the type of the cartel 
It has been proposed that information concerning all car: 


tel arrangements entered into by U. S. firms be filed with} 
Another idea is to 


the Government and made public. 
have the Government represented on the boards of direc: 
tors of cartels, thereby ensuring greater influence over 
their operation. A third possibility is to have cartel) 
operated by governments rather than by private firms, @ 
distinct possibility in the field of raw materials cartels t 
give adequate representation to consumer interests aj 
against producer interests. The international wheat car 
tel, for instance, is operated by Governments with pro, 
ducer and consumer interests equally represented. 

What looks like a contradiction is the fact that whilf 
our Government is taking action against cartels unde} 
the anti-trust laws, it is itself moving towards cartels if 
certain fields where public interest is considered vital 
such as petroleum, commercial aviation, ocean shipping 
In these fields, the Government is either fostering cartel 
or ready to enter into cartel arrangements. Presumably 
such arrangements, being under close Government sv 
pervision or operating according to official policies, ar 
not objectionable as long as they serve the public inte! 
est. The real fight centers on cartels composed entirel 








of private firms and operating outside of Governmen 
regulations. 


Pros and Cons of Cartelism 


Much has been said and written about the pros an 
cons of cartelism. Friends of the cartel say it makes f 
orderly markets, avoids cutthroat competition, rende 
individual private business more secure and stabilizi 
production and the economy as a whole. Opponen 
recognize the evils inherent in any sort of privately cof 
trolled monopoly. They aver that the cartel removi 
the strongest incentive to the exercise of technologic 
and business initiative. They contend that it perpet 
ates inefficiency, tends to shackle or eliminate sma 
enterprise and eliminates competition; that its effect 
to keep prices up and consumption down, to diminis 
employment and retard the march towards higher stan 
ards of living. 

As usual, there is a good deal of truth on both sides 
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the argument. Cartels have been known to have been 
doing all they are accused of but the tendency in our 
country has been to stress their unfavorable character- 
istics, and benefits accruing from cartelized trade and 
production are usually minimized. This explains the 
difference in attitude towards cartels at home and abroad. 
At home, freedom of enterprise, though by no means 
an American invention, has always been a fetish. Abroad, 
even in such thoroughly democratic countries as Britain 
and the Netherlands, the approach to cartelization oc- 
curred under préssure of inescapable necessity in order 
to maintain stability at home and live-and-let-live eco- 
nomic relations with other nations. In practical appli- 
cation, cartels were found useful and often desirable and 
hence were readily accepted by private enterprise and 
Governments alike. We, in turn, traditionally ant- 
monopolist, found ourselves frequently stymied in world 
markets by the operation of foreign cartels, adherence 
to which was contrary to policy and law, at least tech- 
nically so. Many of our corporations, for practical rea- 
sons, were forced to join them via the backdoor and in 
constant fear of prosecution at home. 


Is Our Policy Tenable? 


At present, we seem to be committed to continuance 
of our past policies including the maximum of competi- 
tive freedom. But it would be unwise not to realize that 
an isolationist policy in trade may be no more tenable 
than in politics. If other nations, for a variety of reasons, 
cannot see their way clear to join us in complete elimi- 
nation of the cartel idea from foreign commerce, our 
corporations doing business abroad would be severely 
handicapped, were they forbidden to deal with foreign 
cartels. 

Thus the sooner our official attitude is clarified and 
the area established of possible cooperation with foreign 
nations towards minimizing, if not eliminating cartels, 
the sooner American business can prepare for worldwide 
economic development after the war. The suggestion 
that all foreign trade arrangements of American com- 
panies should be registered will probably be ac- 
ceptable to most companies, including Govern- 


more, last April, the State Department set up a special 
unit to study cartel questions and formulate policies. 

Those who support the general policy of the Depart- 
ment of Justice logically point out that since the United 
States became prosperous and powerful under the free 
competitive system, we should apply the anti-trust laws 
vigorously to prevent any tendency towards undermining 
competition. However, a problem which is so intimate- 
ly related to the intricacies of economics, foreign policy 
and law cannot be oversimplified in this manner. The 
cartel device has functioned abroad for almost a cen- 
tury; if it persists after the war—and all evidence points 
to it—American companies will have to adjust their pol- 
icies accordingly or else withdraw from foreign fields. 

In view of the entrenchment of the cartel in Britain, 
it looms as a potential cause of sharp post-war cleavage 
between us and that country. Cartels have been legal 
and flourished there, and in other European countries, 
for many years. A majority of British industrialists not 
only will champion them when the war is over but no 
doubt will strive to obtain participation of American 
corporations in international arrangements. It will pose 
a first-rate problem, despite a more recent trend in Brit- 
ain towards greater cartel supervision in the consumer 
interest. Russia, too, because all her industries are state- 
owned, presents an unusually ticklish problem; actually, 
all Russian trade bodies are cartels. 

The trend of preparatory action towards shaping a 
definite cartel policy in our country already suggests 
official conviction that elimination of international car- 
tels is hardly possible. The future accent, thus, will be on 
regulation and supervision—that is the greatest possible 
emasculation of cartels and their alleged dictatorial fea- 
tures—with studies now centering on formation of a sort 
of worldwide federal trade commission to assume the job 
of supervision. Implicit in this trend is recognition that 
international commercial agreements can serve other 
than restrictive purposes. Efforts are directed towards 
reaching an agreement promising an anti-cartel policy 
“on principle,” to garner support for a provision for an 
international repository where (Please turn to page 482) 





ment power to cancel specific agreements held 
contrary to the public interest. But on the other 
hand, there is need for modification of the anti- 
trust laws so that criminal action under them can 
only be instituted in clear cases of wilful con- 
travention of public policy. 

Since 1939, the Department of Justice initiated 
about forty proceedings against cartel arrange- 
ments involving petroleum, chemicals, synthetic 


Qa 
rubber, plastics, dyestuffs, nitrates, photographic 5 
materials, pharmaceutical products, electric light a 
bulbs, magnesium, tungsten carbide, optical in- . 
struments and other products. A tentative list of = 
international cartels recently prepared by the Jus-| ¢ 
tice Department alleged that in 1939, there were Fr 


179 such agreements of which 10g included Amer- 
ican enterprises. 

Meanwhile, the matter of anti-cartel procedure 
has already entered the legislative field. A_ bill 
has been introduced in the senate calling for reg- 
istration of all foreign contracts. Another measure 
in the house declares that every contract which 
has the purpose or effect of “limiting production; 
fixing, maintaining or establishing prices; estab- 
lishing quotas or allocating or dividing markets” 
is contrary to public policy or illegal. Further- 
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Growth Companies 








Where Upward Trends Have Been 
Temporarily Retarded by War Taxes 


BY FREDERICK H. ROSENSTIEL 


Ar present advanced market levels it is far from sim- 
le to find genuine growth stocks at reasonable prices. 
t is easy enough to select industries which probably face 

strong secular expansion in volume. But that is the 

mere start of the investor's search. To pick the right 
stock at the right time is a much more complicated 
matter. 

The contrast between a growing and a mature indus- 
try is best illustrated by comparing the railroad with the 
air transport industry. A few years ago, many saw in 
the railroads a dying colossus. This pessimism was ex- 
aggerated, but hardly any observer dares to predict that 
the business of the roads will expand after the war at a 
faster and greater rate than the general business activity 
and many observers are inclined to believe that it will 
fall behind. Very few, on the other hand, will doubt 
that the business of the air transport industry will mul- 
tiply very soon after the war and that its progress will 
far outstrip that of many other industries. Nevertheless, 
there are some questions about profits. 

Right now, we can see many growth industries. The 
chemical industry seems to have received a similar stimu- 
lus from this war as it received from the First World 
War: its rapid expansion, which was only moderately in- 
terrupted by the depression of .1929-33, dates back to 
1914-18, when the war multiplied the demand for chemi- 
cal products, cut off German imports and led to a great 
expansion of our production facilities. Within the vast 
chemical domain, the pharmaceutical, drug and plastic 
industries appear to be particularly predestined to make 
great and rapid strides after the war. Other growth in- 
dustries are radio and electronics. But how can the in- 
vestor choose the right individual company from the 
large number of concerns working in such a promising 
field? Furthermore, will it pay to concentrate invest- 
ment in growth industries? Does rapidly expanding 
business volume also mean rapidly expanding profits? 

The advantages of growth over mature industries from 
the investor’s viewpoint are obvious. Growth industries 
are much less severely hit by a general setback than ma- 
ture industries, as their secular uptrend will make itself 
felt even during a depression, quickly carrying their busi- 
ness volume to new records once the depression is ended. 
Although not immune against a slump, growth indus- 
tries are less susceptible to it than other industries. This 
fact alone gives some support to the Stock Exchange 
quotations. The stocks of companies which are likely 
to emancipate themselves quickly from a general busi- 
ness recession because of their secular uptrend usually 
sell in higher ratio to their earnings than other stocks. 

Yet one has to beware of generalizing too much. In 
a mature industry, an astute management may succeed 
in making headway by skilful handling of the finances 
and by carefully exploring new possibilities within or 
outside this industry. Actually, there are few industries 
which are mature in the fullest sense and do not compen- 
sate the efforts of an alert management looking for new 
possibilities. One can, therefore, well imagine a “growth” 
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company within a mature industry; such a company may 
still be able to develop new products or expand its busi- 
ness by taking over other concerns out of ploughed-back 
profits or by raising new capital from outside. Thus, 


some steel companies were able during the last decade to | 


make substantial progress within an industry which can- 
not be regarded as a growth industry. 

On the other hand, to work in a growth industry by 
no means guarantees financial success. Many a man- 
agement in such an industry may not find the happy me- 
dium between over-caution and over-optimism which are 
both equally dangerous. 
growth industries is, therefore, no panacea. 


Even if one has found a growth company with excel- [ 
lent prospects, one can still lose plenty of money by buy- | 
ing its shares at the wrong time. The shares of the Car- | 


rier Corporation rose from $8 in 1936 to $67 in 1937, al- 
though the company had not paid a dividend and its 
earnings were only $1.30 in 1936 and $0.64 in 1937. Op- 
timists bought the shares in expectation of a vast expan- 
sion in the field of industrial air-conditioning in which 
the company held a leading position. This basic assump- 
tion was correct but the optimists discounted much too 
generously the favorable prospects. The shares have never 
since reached anything like their high of 1937; they sold 
as low as $g in 1939, $6 in 1940 and $4 in 1941. 

Quite generally, the market is inclined to discount in 
boom periods the bright future of “accepted” growth 
stocks even more excessively than that of other stocks. 
Who would dare to say that the meteoric rise of Raytheon 


shares in recent months has not similarly overcapitalized | 


its near-term prospects, however great the long-term pros- 
pects of radar may be? Growth situations pay off best 
when discovered reasonably early and are seldom bar- 
gains when the speculators get excited about them. It is 
wise to postpone purchases of growth stocks when the 
general market appears vulnerably high as it perhaps 
now is. Exaggerations sometimes correct themselves 
even before a general turn of the market. For quite 
some time, most of the leading chemical stocks sold at 
extremely low yields as compared with other stocks. But 
most of these shares were distinctly laggard in the gen- 
eral upsurge of recent weeks, obviously in partial cor- 
rection of previous over-optimism. 


To buy a promising growth stock at the wrong moment | 


is, however, not the only pitfall threatening the investor. 
It may happen that the business volume of an industry 
rises by leaps and bounds but that the competition is so 
keen that even the best managed companies make little 
money. The rayon industry increased output from 18,- 
000,000 pounds in 1921 to 633,000,000 pounds in 1942. 
Even during the years of depression, its sales volume 
went up and up but profits did not expand correspond- 
ingly as sharp competition resulted in a steady reduction 
of sales prices. Thus, much money was lost on rayon 
shares in the ‘twenties and ’thirties. It is quite possible 
that something similar will happen after the war in the 
field of plastics which has received so much attention in 
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Selected Issues 
1943 Share Net 
1943 Adjusted to: 
Net 40% 50% 
——— Operating Income ——— Per Fed. Fed. 
1929 1937 1943 Share Tax Tax 
740,324 2,036,144 12,181,805 $4.19 $9.40 $7.90 
3,990,000 10,141,604 36,480,666 2.25 5.90 4.90 
1,419,479 2,876,642 5,768,394 3.16 4.90 4.20 
—_—— 2,810,719 17,896,556 4.02 7.00 5.80 
4,246,168 1,197,112 4,873,957 2.38 4.30 3.60 
——— 5,108,913 12,043,726 2.64 4.20 3.50 
172,494 2,152,397 2.67 3.50 2.90 
——— 9,514,668 56,995,606 3.80 8.10 6.10 
526,012 1,400,149 4,263,334 618 10.10 8.40 
—_—§— 2,347,027 6,441,284 2.04 6.60 5.40 
3,140,911 9,007,326 16,970,211 3.56 6.60 5.30 
1,734,766 4,102,067 13,905,631 4.82 11.40 9.40 
14,504,935 24,910,472 57,597,583 3.65 6.30 5.20 
—_—_ 7,468,985 11,325,253 4.33 5.20 4.10 
458,103 1,276,224 2,870,453 2.86 5.40 4.50 
585,235 1,488,359 8,505,605 4.97 11.10 9.30 
6,335,280 4,937,883 15,240,419 1.76 6.00 5.00 
—— 2,953,400 3.14 5.20 4.30 
C—Year Ending Jan. 31. 
d—Year Ending April 30. 
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even a dying one. Tech- 

nological progress has become so rapid, especially under 
the influence of the war, that everything is more fluid 
than ever before. Before the war, aluminum could 
rightly be regarded as a growth industry with excellent 
prospects. “Today, its prospects are much less clear. First, 
because its capacity has been expanded so enormously 
(by about seven times since 1939) to satisfy military de- 
mand that it will have a difficult time to use it fully after 
the war; over-capacity usually results in low profit mar- 
gins. Secondly, because the war has speeded up the de- 
velopment of still lighter metals and other new materials 
which may compete with aluminum. Thus, a company 
may be a growth company for a number of years and 
then just be able to hold its own. In the ‘twenties and 
early ‘thirties Chrysler made headway much faster than 
other automobile concerns; and Philip Morris repeated 
this performance in the cigarette field during the ’thir- 
ties. After the war, both companies are more likely to 
hold fairly stable percentages of total markets, or to 
increase only moderately their share, than to repeat their 
previous performance. 


Temporary Prosperity 


Finally, the investor has to beware of buying into a 
company which, due to temporary stimulus, is only 
seemingly, rather than actually, a growth situation. Right 
now many companies with dubious peace records and 
dubious post-war prospects, show excellent profits and 
their managements are often inclined to attribute this 
prosperity to their astuteness instead of considering it 
as a result of the war boom. Yet, on the other hand, the 
war may make actual growth situations out of some com- 
panies just as the First World War gave an enormous 
and lasting stimulus to many concerns, particularly in the 
chemical and motor fields. This time, again, the war 
has speeded up progress and compressed developments 
normally requiring many years into months. Many of the 
new plants built with government money during the 
war will be taken over by the companies which now op- 
erate them on lease and more than one company will 
thus be raised from relative obscurity to importance. But 
in many other cases the upswing is only temporary. Often 
it is not easy to recognize what is genuine and lasting 
growth and what is false and only temporary. 
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The excess profits tax has severely handicapped the 
rise of growth companies as its provisions put a ceiling 
indiscriminately on all profits; this retards a rapidly de- 
veloping company much more severely than a mature 
company. In many instances, war-time taxes are tending 
to conceal strong underlying growth of operating profits, 
and in these eventual tax relief can greatly and favor- 
ably affect net per share. 

The biggest potentialities for capital appreciation 
among growth stocks seem to be in small or medium- 
sized enterprises. Big companies hardly ever show such 
a phenomenal rise as some small or medium sized con- 
cerns. Furthermore, the tax laws show increasingly a 
tendency to discriminate against size as shown in the 
graded scale for the “invested capital option” of the ex- 
cess profits tax. But the smaller the company and the 
more mysterious the factors exciting the market, the 
greater are the risks of erroneous judgment in selection. 

The list of stocks in the accompanying table does not 
purport to imply that all these shares are a “good buy” 
right now though they are all genuine growth compa- 
nies to a greater or lesser extent. Particular attention is 
drawn to the columns which show how much these com- 
panies would have earned in 1943 without excess profit 
tax. The chemical group is represented in this list 
by Monsanto Chemical and American Cyanamid Com- 
pany. Monsanto has steadily introduced new lines and 
now manufactures more than 300 items ranging from 
heavy chemicals to plastics; because of this steady expan- 
sion, it was able to earn money and pay dividends 
throughout the depression. Cyanamid pursued a simi- 
larly aggressive policy; its products include cyanides, 
dyestuffs, fertilizers, explosives, raw materials for syn- 
thetic rubber and plastics. Medium size, as chemicals 
go, has been a consideration in this selection. 

In the related field of pharmaceuticals, Abbott Labo- 
ratories has been selected. Its growth in the last 15 years 
has been phenomenal; its assets rose from $4,000,000 in 
1929 to $31,500,000 in 1943 but its financial structure 
remained uncomplicated and strong. The shares per- 
sistently sell rather high and their yield is low com- 
pared with other stocks, but intensive research and the 
great new developments in the production of pharma- 
ceutical, biological and vitamin products may well result 
in further important expansion. (Please turn to page 477) 
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By E. K. T. 


Development of oil properties has been given impetus 
by joint action of two Federal agencies exercising impor- 
tant controls. The War Production Board has yielded 
to the entreaties of the Petroleum Administrator for War 
and has given P A W jurisdiction to pass on, and ap- 





Washington Sees: 

Retirement of Senator Harry S. Truman from 
the committee that bears his name will not re- 
sult in a switch from the policies which have 
guided the group along a route of public ac- 
ceptance. 

Truman's greatest single contribution has been 
his fidelity to the promise he gave Counsel Hugh 
Fulton to permit Fulton to develop and present 
the facts and to hold the committee to the func- 
tions of cross-examination and evaluation. 

Fulton went from a New York City law office 
to Capitol Hill with a stopover for service in the 
criminal division of the Department of Justice. 
Truman has made suggestions but the fields of 
exploration have been mainly marked out by the 
committee counsel who, with no political aspira- 
tions or axes to grind, has spotlighted faults, in 
government with as much zest as he has tracked 
down fraud and incompetency among war con- 
tractors. 

Fulton enjoys the confidence of remaining 
members of the committee. They have adopted 
as their own, Truman's pledge to him. In return 
he has asked only one additional assurance: no 
politics in the proceedings. 
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prove, project construction valued up to $100,000. The 
former limit was $25,000. It spells the difference be- 
tween mere repair and maintenance on the one hand, 
and new plant on the other. 


First Objective of the new manpower control system 
will be to channel a needed 200,000 men and women into 
the employment offices of war plants and Paul V. Mc- 
Nutt is concerned over the magnitude of that task. The 
trend is away from war industries and into jobs regarded 
as having peacetime permanency. One month old now, 
the new plan hasn’t had time to click. Ahead is a thor- 
oughgoing probe of the bandied charge that cost-plus 
contractors are hoarding labor. 


Repercussions from the Bretton Woods monetary con- 
ference may be heard in the halls of Congress soon. The 
much-publicized presence of an industrial public rela- 
tions specialist at one press meeting was not an isolated 
instance. Financial writers returning to Washington 
report lobbyists were as thick as the surrounding forests, 
particularly the silver coinage group. They sat in at 
meetings, talked with delegates. Congress has a prece- 
dent, though not an exact one, in the Bingham-Eyanson 
incident during hearings on tariff legislation. 


Equalized railroad freight rates is one of the concessions 
the southern states will demand in compensation for full- 
fledged support of the Roosevelt-Truman ticket.  At- 
tempted by appeals to legislative and administrative 
bodies for several years, it now is urged on straight po- 
litical grounds. Both parties went to a dead heat on 
racial planks and spokesmen from below the Mason- 
Dixon Line say freight rate overhaul can tip the balance. 


Proving Ground of surplus war property disposal meth- 
ods will be sale of 10,000 used Army trucks to farmers. 
This deal will sample selling and financing methods and 
come up, it is hoped, with a blueprint for the larger pro- 
gram ahead. But the test won’t tell all. Anyone with 
motor vehicles for sale today has a virtual market mo 
nopoly and here the Government will not run into the 
problem of dumping goods in competition with normal 
suppliers. 
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Methods of “small business" are beginning to irritate 
Government agencies charged with their protection. Bruntly asked 
by Washington is whether this category intends to proceed on the 

political or the economic level. If the former, a loss of interes 
here is inevitable. 
























Community of problems is best expressed through organiza— 
tion, it is conceded. But the halls of Congress and the State 
Houses are echoing to legislative demands whereas the Department of 
Commerce, to name one agency, thinks the solutions will come out ¢ 
adminstrative conference. 

















Under the encouragement of the "G. I. Bill of Rights” Wash- 
ington looks for many returning soldiers to set up in business =a 
increase competition among small business in almost all instances. We 
workers may do likewise. Over a period of five post-war years new 
enterprises numbering up to one million are expected. . 

















The saturation point will be reached first in the automotive lines. This i: 
an automotive war and peacetime pursuits will reflect that circumstance. In that trade 
now are 75,000 units. The after-the-war forecast is 100,000. Competition will be heigl 
tened by spread of the so-called "Firestone Plan." 











Government financing of new independent enterprises will not go as far as 
uninformed discussion has led the country to believe. "G. I. Joe’ will receive some 
Federal aid, some long-term, low-cost loans, but the trend will be toward local bankin; 
practice with the Treasury filling in where exceptional cases arise. 








Established business, it is considered, won't be seriously affected while 
Federal participation covers only a guarantee of one-half the amount lent by a 
local bank. Added safeguard is the requirement that the Veterans’ Administration cert: 
fies the need, approves the risk. 











Military chiefs bemoan the increasing wave of optimism but agree the next 
few months are the crucial ones in the war picture. Germany is toboganning down t 
slide to defeat, yet may check the speed. 











The high command here ponders whether Hitler will risk all on turning back 
the invasion through France, leaving Stalin a relatively open ingress on the theory 
that the Red Army cannot extend its lines of communication and supplies to reach into the 
heart of Berlin. 











President Roosevelt’s westward trip betokens important new strategy in the 
Pacific. It is likened to his visit t6 Teheran, followed quickly by invasion of 
France. Bombing of Nipponese industries has passed the "novelty" stage, soon will be- 
come a regular process of the grim business of war. 








Peace treaty demands already are on paper in London. The United States wi 
accede to the demand of its Allies that partitioning of pre-war Germany is a just 
desert of the vanquished, a necessary club for keeping the peace. Poland and De- 
Gaulle's France are slated for large chunks. 














If Germany falls before the snow does, gasoline and fuel oil rationing wil 
be mach less severe this winter than for the past three. Food rationing is not 
likely to be favorably affected immediately. 


































Optimism is growing among advocates of concentration on the Pacific war that 





| the Japs be subdued before Hitler gives up. That.isn't majority thinking by a 





an long shot. But defeat of the Nazis would speed the end nd of the Nipponese sskaieule turn a huge 
| percentage of war production facilities back to peacetime uses. 
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Keynote of the peace terms is setting up governments free of militaristic 
control. Economic benefits underlie that decision. But whether a partitioned Germany, 








’ stripped of its military leadership, would do business, or sit down, is a topic of spec- 


ulation. 


Surplus property disposal program has sidestepped what might have been its 
first serious error of judgement. Farm lands titled to the United States are to be turn- 
ed over to R. F. C. -- an agency schooled in industry and finance but not in agriculture. 








Absentee ownership, no peril to wise disposal of manufacturing plants, has 
been the root of farm revolt from time immemorial. R. F. C., it was feared, might get 
rid of the holdings entrusted to it via the auction route, treating speculator and 














‘ entrepreneur alike. 


The U. S. Department of Agriculture set up a howl, backed by every large farm 
organization in the country. Carving out of small units, sympathetically financed, was 
demanded. W. L. Clayton, Surplus War Property Administrator, will follow the 
Department's suggestion. 











That politics makes strange bedfellows never was more truly proved than it 
was at the Democratic national convention. Traditional political enemies of the 
"organization" politicos of the big cities, the southern delegation joined hands with 
the erstwhile foe to defeat Wallace. 














Capital political writers see Roosevelt a fourth time victor, but are 
narrowing the odds. The Negro ballots -- there are two million of them -- have been 








going back to the GOP after a decade in the camp of the Democrats. New York's Harlem gave - 


Herbert Lehman the majority to send him to Albany two years ago. It's the same elsewhere. 


But if the Democrats erred with regard to the Negro the Republicans erred 
more seriously with respect to the soldiervote. Millions of uniformed men won't 
cast ballots this year and the Republicans are being blamed. Yet in almost every 
instance where servicemen named their choices, the G.0.P. picked up strength. 














Senator Gerald P. Nye, pre-Pearl Harbor isolationist leader and spearhead 
in the campaign to junk armament between the World Wars, received a majority of the 
service ballots mailed in for his re-election contest. They erased the doubt that 
existed on the basis of an earlier close cout, assured his nomination. A primary fight, 














but significant. 





Business and industry will reap an incidental benefit through operations of 
the "G. I. Bill." Returning veterans will be eligible for educational funds averaging 
$1,000 with accent on technical schools. Expected result is a flow into the labor 
market of mechanics trained in accelarated courses. Largely offset will be the loss 
occasioned by almost total collapse of the apprenticeship system. 














Results of the Fifth War Loan Drivve (sales of about twenty billion dollars) 
cheered the Treasury, but spotlighted a problem. Corporations and institutions went 
well over the top, individual purchasers lagged behind. Widening the spread between 
the two is the factor that the redemptions have been almost wholly by individuals; 
investments by the other groups "stay in the war." 
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Prospect and Ratings for Individual 
Building Stocks, Machinery and 
Tools, Metals, Oils and Chemicals 
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For investors in common stocks the most basic consid- each of which is preceded by an amply extensive analysis 
erations of value are current and prospective earnings of the position and prospects of the industry. 
and dividends. A vista of big post-war sales, a change in Many readers will note that the tables, which are self- 
the tax law, a new product, a recapitalization—all these, explanatory, carry amplified data of special usefulness 
and many other things, have ultimate dollars-and-cents mow. When studied in relation to the accompanying 
meaning to stockholders only as translated into profits comments, we believe you will find this the most practical 
and dividends. This is the “pay-off”; and it is on the “bird’s-eye” appraisal that can be devised. 
“pay-off” that we have focused emphasis in preparing the The key to our ratings of investment quality and 
mid-year Re-Appraisals presented herewith. current earnings trend of the individual stocks—the last 
Equity values are never static. Even under normal column in the tables, preceding comment—is as follows: 
conditions, changing circumstances can affect the invest- A+, Top Quality; A, High Grade; B, Good; C+, Fair; 
ment status of securities in an entire industry and there C, Marginal; while the accompanying numerals indicate 
are significant shifts in the prospects of individual com- current earnings trend thus: 1-Upward; 2—Steady; 3— 
panies. If the investor’s capital is to be conserved—much Downward. For example, A 1 denotes a stock of High 
less enhanced—watchfulness is essential at all times, but is Grade investment quality with an Upward current earn- 
uncommonly so today with the European war in a late ings trend. 
phase and drastic economic changes not far ahead. In addition, as the general trend of dividends is now 
It is to serve this need of watchfulness—which requires upward—but with many exceptions, since the general 
periodic review of holdings—that we present these Re- trend of earnings is moderately downward—we denote 
Appraisals at six-month intervals, besides, of course, our with an asterisk selected stocks on which a higher dis- 
regular bi-weekly coverage of new economic and indus- tribution appears warranted. Stocks marked with a W 
trial developments of importance to investors. To make in the tabulations are recommended for income return. 
this service of maximum usefulness to readers who col- Issues regarded as having above-average appreciation po- 
lectively own shares in many hundreds of companies—and__ tentials are denoted by the letter X. Purchases for ap- 
especially to permit convenient comparative evaluations preciation should, of course, be timed with the trend 
of holdings—we present only the most pertinent statistical advices regularly offered in the A. T. Miller market 
data, ratings and comments in the concise tabulations, analysis in every issue of this publication. 
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ROAD BUILDING 


Billions For Post-War 
Road Building and Public Works 


BY GEORGE W. 


Tae old adage “In times of peace prepare for war” 
applies with equal force to the return from war to peace, 
hence the recognized need for post-war planning. To 
offset effectively the impact of transition, plans must be 
ready before the war ends. There can be no breathing 
spell; there will be no time then to stop and plan. 

Business and industry are fully aware of this necessity, 
conscious that they must carry the principal load. But 
public works, too, will be needed to furnish employment 
during the transitional phase when private enterprise 
will require time for readjustment. 

Most likely there will be a period immediately follow- 
ing cessation of hostilities when public works must be 
ready to carry a fairly large part of the load. The first six 
to eighteen months of peace, or partial pace, will also be 
the most critical period of unemployment but with pub- 
lic works ready, the burdens of this period can not only 
be alleviated but controlled. 

Public works, then, form a vital part of post-war plan- 
ning, calling for very considerable expenditures, the 
amount of which naturally will be governed by actual 
needs of providing employment. Much of current discus- 
sion and planning centers on highway building; in fact 
there is a well-defined tendency to make highway con- 
struction the nucleus for the nation’s economic adjust- 
ment in the early peace period. Ambitious plans are be- 
ing blueprinted in Washington and post-war highway 
programs are rapidly taking shape in most of the states 
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in anticipation of substantial grants from the Federal 
Government. 

An interesting feature is that state and local plans are 
not merely meant to form the framework for another 
glorified WPA, to create employment only. Additionally, 
if perhaps not in the first instance, they mirror the 
growing need for better and more numerous highways to 
keep pace with our general development. These plans, 
or a goodly part of them, must be carried out regardless 
of the state of employment and general prosperity that 
may prevail after the war. 

Heavy hauling, lack of new construction and shortages 
of men and materials for road maintenance combined to 
bring the physical condition of our highway system to a 
new low. Since Pearl Harbor, new highway construction 
has been confined almost exclusively to access roads to 
war plants and military establishments, or to a few main 
highways on which serious congestion had developed due 
to heavy war traffic. That type of work was largely 
brought to conclusion in 1943 without particularly rais- 
ing the standards of the road system as a whole. More- 
over, maintenance problems greatly increased following 
the virtual elimination of restrictions on truck loading to 
speed highway war traffic. If continued, this practice 
could make obsolete most current highway design stand- 
ards, with a consequent reduction in the useful life of 
thousands of miles of pavement. 

Our modern highway system represents one of the 


THE MAGAZINE OF WALL STREET 








a 





a 


RE AIEEE OR 


SR ae 


ss 


ae a ae | he 


ayo get ae 





——w 


fs Oe Or RO Dw 


—_— _——— 














features of Twentieth Century progress and develop- 
ment. Vast efforts and correspondingly large sums of 
money—much of it in the form of public debt which still 
remains to be paid—have gone into the building of this 
system whose existence contributed immensely to our 
social and economic progress. In view of this, and since 
road building despite growing mechanization of the 
process still provides employment for large numbers of 
skilled and unskilled workers, it is natural that highway 
building holds a preferred position among virtually all 
public works programs for the post-war period. It has 
a great additional advantage, namely flexibility in appli- 
cation. Projects planned in advance can be held in abey- 
ance at virtually every stage and used as a reservoir for 
balancing employment volume according to fluctuating 
needs of creating work. 

At present, planning for post-war highway construction 
centers on making up the serious deficiencies in the na- 
tion’s road system while at the same time providing a 
large number of quickly available jobs. Tentative esti- 
mates of expenditures range from $1,690 to $3,000 mil- 
lion annually, and needed work is estimated as high as 
$16 billion in the aggregate. However, considerable pre- 
paratory work remains to be done on plans and estimates 
before sufficient projects for the first post-war year will be 
ready for the contractor. To speed it, Congress about 
mid-1943 appropriated $50 million, to be matched by the 
states on a 50-50 basis, for the preparation of plans. 

Also, a strange caravan of six “auto tourists,” unwor- 
ried by gasoline rationing, has been travelling the coun- 
try’s highways and byways since early this year. They 
are a group of highway experts and their itinerary in- 
cludes most of the territory in which a 33,920 mile post- 
war express highway system as recommended by President 
Roosevelt is to be located. 

The relative slowness in getting plans whipped into 
concrete shape is due to failure on the part of many 
highway authorities to realize that our post-war highway 
program must be something other than just an expanded 
pre-war program. Pre-war Federal 


aforesaid total. The Public Road Administration states 
that replacing seriously depreciated highway facilities 
will require the following annual expenditures over a 
substantial period of years: Highway construction $1,690 
million, highway maintenance $845 million, or an an- 
nual total of $2,535 million. Additionally, the PRA feels 
that the standby program for combatting unemployment 
should at least provide as much employment as was done 
by WPA highway projects and PWA road and street 
projects in the pre-war depression. Thus annual expendi- 
tures, including needed work and standby projects, 
would total up as follows: Urgently needed highway con- 
struction $1,690 million; standby highway program $1,- 
557 million, making an aggregate of $3,247 million. A 
breakdown of annual needs projected by the American 
Road Builders Association lines up as follows: State 
highway systems $1,100 million; urban area highways 
$1,000 million; city streets $500 million; county and 
local roads $400 million, adding up to a total of $3,000 
million. This would be twice the maximum spent in 
any pre-war year and compares with 1926-33 average 
annual expenditures of $1.35, billion. 

Programs of such magnitude naturally pose a big 
financing problem which it is feared may be a factor that 
may delay or prohibit an early start in some states due 
to the possibility that these may not be able to match an 
abnormally large offering of Federal funds for post-war 
highway work. This led to the original proposal, in 
drafting the post-war public road bill now before Con- 
gress, that states supply one dollar for each three Federal 
dollars, replacing the former 50-50 basis of matching 
Federal funds. 

Though pending over a year, Congress failed to push 
the bill through before recessing for the political con- 
ventions but earlier the House Road Committee obtained 
a compromise revision, according to which states will put 
up 40% and the Federal Government 60% of the funds. 
The bill, incidentally, would authorize expenditures of 
$500 million annually, for three years, to stabilize transi- 

tional employment. With the 








aid programs were based on the 
assumption that highways are dis- 
tributed over the country in fairly 
uniform manner, hence funds 
made available to the states 
should be apportioned on some 
uniform basis. That theory, even 
before the war, became outdated 
by mounting concentration of 
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highway needs in urban areas. It Chain Belt 
will be even less satisfactory in : 
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the immediate post-war period be- ‘ 
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cause of the peculiar conditions 
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COMPANIES TO BENEFIT FROM 
ROAD BUILDING AND PUBLIC WORKS 


fund-matching feature finally set- 
tled, speedy enactment is antici- 
pated when Congress reconvenes. 
This is essential because only then 
can state highway departments 
proceed with concrete planning 
and undertake financial arrange- 
ments. 

Despite the handicap of delay 
in legislation, state planning is 
generally well advanced and there 
is ample evidence that at least $1 
billion worth of work will be 
ready to be offered to contractors 
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The question of how big a pro- 
gram should be undertaken is not 
easy to answer since apart from urgent needs it involves 
the unknown factor of unemployment that will have to 
be coped with. Because road construction during the war 
period was held to a minimum, a total of approximately 
$16 billion worth of useful and urgently needed work 
is said to be required in the first post-war years, according 
to estimates of the American Road Builders Association. 
This estimate figures that main state highways including 
the Federal aid system will require $7 billion, county 
and local roads $4 billion, and metropolitan roads and 
streets $5, billion. 

Tentative official figures, constituting the basis for 
official programming, are fairly in agreement with the 
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before the end of the year, with 
more quick to follow. Unable to 
keep up road maintenance and construction in line with 
normal needs, many states have accumulated sizable re- 
serves, ready to be spent as soon as manpower and ma- 
terials become available. Others, less fortunate, may re- 
quire extensive financial arrangements to undertake the 
full scope of work to be made possible by prospective 
Federal aid. 

Besides highways, other public works loom large as 
projected media to bolster transitional employment. 
Much forward planning is done by virtually every com- 
munity in the country, large and small, laying the 
groundwork for post-war jobs. Projects include schools, 
hospitals, civic buildings, bridges, health centers, water 
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works, docks, sewage plants, parks, public markets and a 
host of other useful construction. New York City alone 
has a long-term program involving expenditures of $993 
million, ready to be undertaken as soon as the need for 
employment arises and materials are released. Slum 
clearance forms an integral part of such programs in 
virtually all major communities of the U. S., frequently 
blueprinted ingeniously on a self-liquidating basis and 
without outside financial help. 

Nationwide airport building, to meet the requirements 
of great anticipated post-war expansion of civil and com- 
mercial flying, is another feature of many community 
programs. Chicago, for instance, has the ambition of 
becoming the hub of the nation’s domestic commercial 
air transport system and is planning accordingly. New 
York City is actively preparing for its role as the leading 
eastern transatlantic air terminal. 

Thus the highway segment of the transportation field 
is not the only one with visions 


able activity for the industries concerned. Extensive high- 
way building, certain to materialize, will be of particular 
benefit to the cement industry, cement being one of the 
most important materials used in roads, dams as well as 
public works of all kinds. It presages a strong revival of 
cement requirements which after virtual completion of 
war-time construction last year dropped precipitately 
and this year are estimated at only around 71 million 
barrels or 56% less than 1943 consumption. With the 
advent of the post-war construction cycle, cement com- 
panies should be able to duplicate their 1941-42 earnings 
peaks, and perhaps even improve upon them, should the 
tax burden abate. Lehigh Portland Cement and Lone 
Star Cement, both low-cost producers with a fairly im- 
pressive earnings record should do particularly well. 
Alpha Portland Cement should benefit proportionately, 
and even Pennsylvania-Dixie Cement should be able to 
prolong its war-time recovery of earning power well into 
the peace period, however mod- 








of an active future. At present 
the United States has 3,000 
classified airports. In line with 
projected expansion plans, at 
least another 850 will be 
needed. To build these and 
modernize existing airfields will 
cost an estimated $250 million. 

Altogether, the American 
Road Builders Association, per- 
haps somewhat optimistically, 
estimates that construction in 
the post-war years should total 
some $15 billion annually, of 
which $3 billion will be high- 
way work. This of course em- 
braces private as well as public 
construction, including residen- 
tial building. That existing 
potentials are huge is con- 
firmed by a compilation of the 
Engineering News Record, ac- 
cording to which projects pro- 
posed for post-war construction 
total $11.42 billion as recorded 
during the eighteen months 
from January, 1943. Of these, 
$3-26 billion worth, or 28.5%, 
have plans underway or com- 
pleted, and would provide 
some 1,630,000 jobs for con- 
struction workers. If the total volume matures, some 
5,711,000 jobs would be produced. These projects, how- 
ever, do not include the federal highway program still in 
the planning stage, nor public works not yet concretely 
planned. 

Of the anticipated $15 billion volume which compares 
with the war-time peak of $12.82 billion in 1942 and the 
former peace-time peak of $10.58 billion in 1928, at least 
half conceivably would consist of public works of one 
sort or another. Since much of this proposed work is 
badly needed, and as roadbuilding in particular is looked 
upon as a quick employment stimulant, there is hardly 
any question that post-war construction potentials are 
truly great, irrespective of the state of our economy. If 
for some reason, private activity should lag, public con- 
struction would immediately take its place as it probably 
must during the transitional period when private enter- 
prise is in the stage of readjustment. 

This outlook heralds a period of sustained and profit- 
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Bridge building will be an important part of post-war 
public works ~ 
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erately in terms of per share 
earnings. 

Other companies likely to 
profit from the construction 
boom are the asphalt pro- 
ducers, such as Barber Asphalt 
and Flintkote. The latter espe- 
cially should find a ready mar- 
ket for its soap-type emulsion 
for road paving. 

Among engineering construc- 
tion concerns, Arundel Corp. 
and Warren Bros. should bene- 
fit from resumption of public 
works projects, imparting a 
measure of stability to opera- 
tions after expiration of war- 
time contracts. Arundel in par- 
ticular should be able to obtain 
its full share of available busi- 
ness and continue its excep- 
tional earnings record while 
Warren Bros., due to greater 
concentration on domestic 
business, should further expand 
activities along this line. The 
firm is well established in the 
field of municipal road build- 
ing and in the past has done 
sizable construction jobs 
financed under federal auspices. 
Merritt-Chapman and McWilliams Dredging, while es- 
sentially marine contractors, stand a good chance of 
obtaining important public works contracts, the former 
in the field of flood control work, reclamation, harbor 
and river improvement. The latter since its entry into 
the field of engineering construction has broadened its 
scope of activity to such an extent that participation in 
the prospective large-scale post-war public works pro- 
gram seems assured. 

Other likely beneficiaries are the makers of construc- 
tion machinery, outstanding among which are Bucyrus- 
Erie, Caterpillar Tractor and Chain Belt Co. Others ac- 
tive in the field include Chicago Pneumatic Tool, Gar 
Wood, Ingersoll Rand and Le Tourneau (R.G.). Bucyrus- 
Erie is the largest manufacturer of excavating machinery 
and related tools and appliances, and apart from domestic 
potentials implied in a lively post-war construction cycle 
should also benefit from foreign reconstruction activity. 
Caterpillar Tractor besides (Please turn to page 478) 
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BOOM PROSPECTS IN BUILDING STOCKS 


BY 


Ix the field of building, which includes both new con- 
struction and the repair or renovation of existing struc- 
tures, there is obvious potentiality for a post-war boom 
greater in dollar volume and in duration than in any 
other industry. Asked which industries appear to have 
the most assured post-war volume prospects, all econo- 
mists and security analysts—without exception, so far as 
the writer knows—put building and automobiles at the 
top of the list. 

Yet when post-war prospects are translated into stock 
prices we come at once to a seemingly curious discrep- 
ancy. At recent market highs, The Magazine of Wall 
Street index of 12 automobile stocks had duplicated its 
1937 high and the index of 13 automobile accessory 
stocks was 21 per cent above its 1937 high, while on the 
other hand the index of 12 construction stocks was at 
only 49 per cent of its 1937 high. 

Of course, building shares 
have had a considerable rise 
from this year’s lows, as have 
virtually all stocks. But in 
ratio to past major highs, 
they thus far remain defin- 
itely among the most lag- 
gard market groups. Their 
recovery to 49 per cent of 
their 1937 top compares with 
corresponding figure of 50 
per cent for 12 steel and iron 
stocks, 56 per cent for 7 rail- 
road equipment stocks, 34 
per cent for 8 copper and 
brass stocks, 45 per cent for 
11 non-ferrous metals stocks, 
43 per cent for 18 railroad 
stocks, 60 per cent for 8 ma- 
chinery stocks. 

You hear few, if any, peo- 
ple enthusing about a “post- 
war boom” in any of these 
fields except building. On 
most of them the general 
character of the prevailing 
analytical comment—as well 
as present market levels—re- 
flect considerable skepticism 
about post-war prospects. 

If there is potentiality for 
a protracted construction 
boom after the war, why are not shares of building ma- 
terials makers more popular at the present time? The 
answer involves a variety of considerations, as follows: 

(1) There is a difference between a potential boom 
and an actual boom, and there is also a time factor to be 
allowed for. Financially speaking, there are two types 
of building: the governmentally financed and the pri- 
vately financed. The former is determined by social 
need or desirability, and to some extent by credit status 
of states and municipalities. The cost of such building 
has no decisive influence on volume. This part of the 
predicted building boom appears guaranteed and _ will 
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A home being insulated with Johns-Manville equipment for 
summer comfort in winter. 
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be beneficial to some contracting firms and to some mak- 
ers of materials, especially cement—as is discussed in the 
feature article on page 452. However, many other build- 
ing companies, especially those specializing mainly in 
materials for home construction, will not be importantly 
affected. 

Private building is something else again, and depends 
importantly upon cost and, in the case of houses, upon 
relative appeal in product competition for the consum- 
ers’ dollars. There has been too much of a tendency for 
commentators to talk of home building possibilities in 
terms of human needs, rather than economics. A home 
is not a commodity purchase but a rather large invest- 
ment, with even the down payment beyond reach of a 
great many millions of persons. 

Despite substantial progress toward economy by large 
real estate development concerns and through partial 
application of prefabrication 
techniques, houses are still 
in large degree put up by 
handicraft methods and are 
expensive relative to most 
mass-produced durable 
goods. A surprising number 
of low-income people give 
first preference to the family 
automobile—not only over a 
home, but even over a refrig- 
erator. This is a phenome- 
non for the psychologists to 
explain, but it is a fact. 

Though there is no recon- 
version problem in building, 
in the sense that there is in 
the motor industry, never- 
theless it probably will take 
longer for post-war private 
building—which will be pre- 
dominantly in the residen- 
tial field — to attain maxi- 
mum proportions than it 
will for the automobile in- 
dustry. The latter is the 
acme of mass-production ef- 
ficiency, from planning to 
execution. In contrast build- 
ing is a sprawling, unorgan- 
ized conglomerate of many 
materials makers, thousands 
of local dealers and contractors, mortgage lenders, etc. It 
will take considerable time to replenish run-down in- 
ventories of materials and to assemble labor. The first 
emphasis will be on repair and renovation, since this 
work is relatively more profitable than new building. 

(2) The building stocks—as is indicated by the data 
already cited on comparable market price levels—have 
always been classed, and still are, among the “capital 
goods” issues. An economic expansion cycle comes last 
to full fruition in the capital goods industries. For this 
traditional—and, in the past, soundly based reason—the 
building shares appear to be characteristically and de- 
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cidedly among the “late mover” groups in the market. 

(3) Because of various of the considerations cited in 
(1) and (2) the building and building-supply stocks on 
the whole have never been as popular with investors as 
the automotive stocks or many other consumer-goods 
groups. 

(4) In relation to the then prevailing earnings, build- 
ing stocks on an average at the 1937 highs were among 
the most over-priced issues in the market—in this respect 
much more speculatively extended than automotive 
stocks or even than steels. 

(5) Despite some exceptions, the building group has 
a below-average current earnings position, with the tim- 
ing of significant change for the better somewhat prob- 
lematical. 


Having thus far sketched the apparent reasons why the 
building stocks are at only a medium-advanced position 
in the market cycle, let us now look briefly at the other 
side, and specifically at the following considerations: 

(A) Although we have often heard this “building 
boom” song before—notably in 1936—this time there is 
obviously much more reality in it than previously. Un- 
doubtedly there is a large effective demand for construc- 
tion—including even a fair amount of commercial and 
industrial work—waiting to be served. Unessential build- 
ing will have been stopped for several years. Meanwhile, 
there will have been not only the normal population 
growth but an abnormally high war-time marriage and 
birth rate, which means many more family units requir- 
ing housing than before the war. The need for residen- 































































































Position of Leading Building Stocks 
7——In Millions of $——, r In Dollars Per Share ~ Price Ratio To 
1936-9 Net 1936-9 1944 Avge. 1944 Earnings for: Invest- 
eee ee a oe ee 
Alpha Portland Cement.......-++++eseeee 6.4 6.7 8.7 34.04 14.79 0.79 0.23 def 1,06 1.00 _ 29.1 Cc+3 
Amer. Radiator & S.S......-.eeeceeceeece 124.1 92.4 53.8 9.80 4.47 0.41 0.51 0.50 0.37 0.40 24.0 32.4 C+3 
Amer, Seating...ccccccccccccvcccccseses 12.1 7.8 4.7 30.28 16.86 2.08 1.57 1.00 0.69 —_— 17.0 10.8 C+2 
*Agmstrong Cork..cccccccccccccsccccccce 111.6 42.7 26.8 36,28 15.24 2.94 2.45 2.75 1.94 1.50 16.0 149 B2 
CONSID GO nc nsd dcivcsvsscrccevosecicce 22.5(a 9.9 4.6 8.68 2.37 0.81 0.55(a 0.75 0.15 0.50 20.0 18.7 C+3 
Certain-Teed Products........+eseeeeeeees 19.9 15.6 6.3 nil nil def 0.51 0.50 —_ —_ 17.0 — C+2 
Congoleum-Naimn.......ssecececeseecees — 18.8 15.3 21.75 11.00 1.66 1.16 1.25 1.52 1.00 21.5 16.2 B3 
RMIANO COs ccccccssscccsrcreccccccvece 166.6 81.6 58.7 31.55 14,26 1.90 2.53 2.50 0.40 1.00 10.4 14.1 B1 
*Devoe & Reynolds "A". ....seceeeceees 17.3(c 12.8 7.7 50.43 32.88 2.23 3.44(c 4.00 1.81 1,25 9.2 16.6 C+1 
IDO o 050k 5550005500565 e005%055 30.9 15.3 10.1 18.52 4.86 1.67 1.51 1.25 1.02 0.60 20.0 14.9 B3 
Holland Fomace..cccccccccccccccccccce . 17.2 12.1 10.4 27.36 23.18 2.85 3.45 3.00 1.69 2.00 15.0 15.8 B3 
PJohns-Manville.......ccccccccccccccces 107.4 52.2 28.6 69.41 30.20 4.09 5.27 6.00 3.06 2.25 16.3 23.9 A2 
Lehigh Portland Cement........+++seeeeee 17.3 13.0 12.8 43.99 9.90 1.89 1.97 1.00 1.50 1.00 30.0 S:9 ‘C33 
Lone Star Cement.......ssscccccccccvece 29.6 20.4 15.6 48.42 16.48 3.52 2.87 2.00 3.12 1.50 16.0 9.1 B3 
Masonite Corp. ..-.--eeeeeeeee ° coccccce 18.7(6 6.4 44 12.28 0.18 2.41 3.10(b 2.00 1.59 1,25 22:5 12.8 B3 
| xMinn-Honeywell Reg... ....seeeeeeeeee 68.3 13.9 12.0 19.93 10.47 1.79 2.41 2.50 1.31 1.25 16.0 22:3 A2 
RR RED 1.7 142 76 689 nil 0.72 0.50 060 O42 O25 233 194 C+ 
Olis Blevatot..ccccccccccccccccccccccccs 78.3 25.2 24.4 18.54 8.98 1.09 1.59 1.25 0.91 1.00 19.3 22.0 C-+3 
wParelfine Cos. .ccccsccccccccccccccccccs 23.0 21.8 9.0 46.32 13.90 3.83 3.79 4.00 2:75 2.50 15.0 15.6 B1 
Penna.-Dixie Cement.....-.-+++++ ee : A 14.4 4.2 nil nil def def0.79 def —_—_-_ —_—-— > — C3 
REWSEIOIE Go. cc cccvccvcvcccccccccvceee 27.3 15.3 8.3 45.46 21.07 1.27 2.06 2.25 1.23 1.00 15.1 26.7 B3 
Sherwin-Williams. ......ecceeeeeeeee = —_— 35.3 73.43 38.59 6.21 5.72 6.00 3.81 3.00 16.6 16.1 Az 
U. S. Gypsum...... Percccccccevccscece e_ 37.9 35.0 52.78 22.81 4.38 3.75 3.50 2.94 2.00 23.4 18.7 A3 
*Yale & Towne Mfg......- eoccccccccccce 50.9 16.6 15.6 49.48 32.14 2.23 3.00 3.25 0.84 1.00 12.0 16.2 B2 
(a year to October 31. (6 yearto August 31. (ec year to Nov. 30. 
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tial building—in a true economic sense and quite apart 


(C) Present-day home mortgage financing—one of the 


























4 the from “social considerations”—will have been hugely in- most praiseworthy reforms effected by the New Deal— 

— creased. makes home ownership both more practical and desir- 

“ - (B) It is generally expected—and this publication is able than in the past. Between technical advances made 

Iding inclined to agree—that for an extended period after the by materials makers and the increasing, but still far from 

ni igs war this country probably will have a level of general maximum, concentration of family-unit home building 

"iy sg business activity and national income very substantially in the hands of large development concerns, homes will 

nia higher—perhaps not less than a fourth to a third higher—__ be increasingly “desirable” in functional character and 

ene than before the war. This is good for building which, thus able to compete somewhat more effectively for the 
= though a human necessity within limits, is financially in consumers’ dollars. 

hile the luxury class. Moreover, since home purchase is an (D) The very fact that building stocks, as a group, 
“pig investment, it can be expected that some sizable part of are not yet in an advanced market position—whereas 

a the consumer savings accumulated by the billions during most consumer goods stock groups are—makes selected 
wie the war period will be converted into residential build- issues more, rather than less, attractive for longer-term 

on. ing after the war. speculative-investment. Assum- (Please turn to page 479) 

Comment 

vest- 

ting 

With earings declining, deficit indicated for 1944, the $1.00 dividend not secure if end of war is prolonged. Post-war outlook excellent for cement business. Company’s previous 

+3 earnings record had been only fair. Stock less attractive than some other cement shares, but will move with the group. 

—— The 40c dividend seems secure, and in the expected post-war expansion in demand for plumbing and heating equipment, some i in payment may result. The stock is limited 
+3 in its market possibilities by the large per share capitalization (over 10,000,009 shares). 

Seen hi No dividend expected for some time as the company stopped fete wes last year when a ye ey is loan wa arranged and wishes to clear this up as soon as possible. Post-war 

a prospects for increased demand for seats (schools, theatres, etc. good d tual return to dividends. 











E Indicated that extras may bring total 1944 dividend to $1.50, with even a higher rate a possibility as business and earnings have been holding up well. Post-war outlook promising 
32 ‘ as company has made arrangements for quick conversion when it completes its work for the government. 





ee ; While coverage of the 50 cents per share dividend may not be wide it is probable that it will be continued. Company has started its post-war work as materials it uses are not on 
+3 the critical list but will not find demand large until the building boom gets in full swing. 





oa No common dividend likely for long time, despite indicated early elimination of preferred stock and arrears thereon under current recapitalization plan. At recent prices the common 


+2 seems over-high on earnings and potentials. 





Tr ; Although not covered by much margin, the $1.00 dividend seems secure. Prospects for better earnings in post-war period, as floor coverings of kind made by this company may 



































3 4 be expected to be in large demand for homes and public buildings; also makes some building supplies. 

eared Past earnings and dividends wer: , but wartime income has been large. Hence, fhe $1.00 dividend is secure and could be increased. Post-war business in plumbing ac- 
1 cessories (bath room fixtures pees old be profitable, although some types of valves will be in less demand. 

— Paint business is booming now, hence the extra year-end dividend may be over 25c this year, with at least $1.25 total seeming likely. Post-war prospects are promising and a 
+1 material increase in dividends is likely in the next year or two if the earnings hold at well over $3 a share. 

— While 90 cents a share was paid in 1943, the lower trend in earnings makes it unlikely that over 60c will be paid in 1944, unless a pickup in income develops in the later months. 
3 The post-war prospects are very good for the wide variety of Flintkote products made for building. 

— ’ The $2.00 dividend rate seems secure. War work has been on a smaller scale this year, but the resumption of manufacture of oi! burners may start before the war ends. Post-war 
3 demand for home heating is expected to surpass all previous records, with air-conditioning work also promising. 

a The $2.00 regular and at least 25c extra looked for in 1944, with possibilities of higher dividend in view of large earnings. Earnings increase this year also indicated, while post- 
\2 war demand for asbestos and other products of company should bring good earning power. 

a Downward trend in earnings not enough to endanger regular $1.00 rate but 50c extra may be omitted this year. Post-war prospect Ilent for tion in income and for a 
3 higher dividend. Company's financial position is very strong, with nearly $10,000,000 cash assets, 

eal Dividend rate was reduced from $3.00 to $1.50 but even latter rate may be i if declinin: earnings Normally, Lone Star is best earner in this group and post-war 
outlook is for return to large income and liberal dividend payments in future years. ; 

— : Regular $1.00 and 25c extra indicated for 1944. This company has had a consistant earnings record over many years and showed only a moderate increase in the war period. Post- 


war possibilities are good as the product has been adopted in a number of new consumer lines. 





— Total payment of $1.25 a share indicated for 1944. The expansion is business after the war may produce a decided gain in income and eventual dividend increase. Company is 
planning many new activities including air conditioning controls and a number of electronics products. 





ae Little indication of over 25 cents a share this year. The demand for wall plaster is expected to break all previous records in the post-war building expansion which makes the earnings 
1 tlook fairly p and gives this stock speculative appeal for the longer pull. 








—" etod 


pecially public —are esp 





= While coverage may not be large, the outlook is for $1.00 to be paid this year. In the post-war building activities, many large edifices 
3 where elevators will be needed, but appreciation potentials for the stock seems below average of the group. 





wr i The 50 cents extra paid on July 1 indicates $2.50 total dividend for 1944, with possibility of even $3.00. Earnings have held up better than most companies engaged in making 


building supplies. The stock may have discounted its nearby prospects, ‘but long-pull is promising. 








aa : Thi ina! cted to continue to report deficits until after the war is over, with no common dividend likely. The improved financial position, debt reduction, and 
possible later pores Aad to clear preferred arrears, give it some speculative possibility. 








= : The $1.00 total indicated for 1944 may be too conservative as payments have been larger in each of the previous five years, but the earnings position until the war ends is uncertain 
although post-war prospects appear to be quite promising for earnings and dividends. 








oa ; Paint sales are rapidly increasing and a higher dividend than the $3.00 rate which is in the table is likely. The company has had tionall d i d | 
d oubed al id of years, pds tise in the stock to the best level in over five years di nearby ee 


Recent earnings and future prospects make the $2.00 dividend secure and offer pentane OF | some eventual i increase. Post-war demand for the wall plaster and many other products 
of this company insure good earnings outlook but recent rise in stock appears to hav d nearby prosp 














3 4 Directors have been ultra-conservative for years, with much larger payments warranted than the $1.00 a share that has been paid. There i: indication of | 
policy, but large post-war business is indicated and may result in ultimately larger dividends. ™ ees ite a SR a 
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BY WARREN BEECHER 


Companies manufacturing machinery have nearly 
all had enormous war-time demand for their products 
and many had had larger than normal profits in the past 
two to four years. A large let-down may be expected for 
most in this line of work, and has already started. How- 
ever, a few face good demand for post-war civilian uses 
and earnings may be as large as in the war period, for a 
year or two at least, after hostilities cease. Hence, each 
branch of the machinery manufacturing business has to 
be examined by itself. 

One of the problems which will confront some of the 
corporations in machinery making will be excess supplies 
which are in existence now and which may be available 
for resale to the public after the war ends, or of which 
such a tremendous supply is on hand that new manu- 
facturing may be on a limited scale for a long time. A 
partial offset to this will be in foreign sales. The rebuild- 
ing of the ruined cities and towns of Europe, the estab- 
lishment of new industries there, and the modernization 
of such factories as still exist, will take a huge amount 
of machinery, if the credit or cash payment for it can 
be arranged. The setting up of an international bank 
may partially solve that problem. 

Many of the companies in this group were able to do 
a lot of direct war work: munitions of various kinds, 
guns, tanks, etc., which further increased their war-time 
earning power. Of course, higher taxes, wages and cost 
of materials had to be met, yet this group had such vast 
increase in gross in the past few years that even with 
these higher deductions, the net was impressive in many 
cases. 

Instead of starting with the “best foot forward” and 
then ending up with the less favorably situated compa- 
nies, this article will start with the companies which have 
the poorer outlook from the present viewpoint, and end 
with those with the better possibilities. Group one is the 
machine tool makers. Here is a subject that can start 
controversy wherever it is discussed, from those who think 
the machine tool is going to be a drug on the market for 
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years and those who are quite hopeful for the future. In 
1942-3, production of machine tools went to the highest 
level in history, with the output for the two years at a 
total equal to that of the preceding ten years, or even 
more, and there had been a fair increase in this business 
before Pearl Harbor when the United States was supply- 
ing our present Allies with munitions, motor vehicles, 
airplanes and other things which required machine tools 
for their making. 

Under machine tools are included all manner of lathes, 
metal workers, grinders, shapers, jigs, gauges, precision 
adjusters, borers, drills, and a lot of things which might 
just be called tools, but have specialized names. Many of 
these things can be used for a number of purposes, and 
there will undoubtedly be a vast quantity of them on 
hand when the war supply business is finished, and which 
may be sold to other users. The pessimistic view on this 
industry is that there will be enough of them on hand to 
supply two-thirds of the demand for ten years or more. 
The optimists think that enough specialized machine 
tools must be made for the coming building and auto- 
mobile booms to give a large total business and that ex- 
ports will also be large (which may overlook the fact 
that a large number of machine tools have gone to our 
Allies under lend-lease). They state that machine tool 
company stocks have discounted the worst, in declines 
from previous higher levels, and have made no allowance 
for possible good post-war business. 

Among the largest in the machine tool field is Niles- 
Bement-Pond Co. It does not gives its total sales for 
recent years, but its 1943 operating profit after $7,500,000 
provision for renegotiation was $19,535,692. The net in- 
come was equal to $2.86 a share after special reserves of 
$1.54 a share. Pre-war earnings were good in 1940-41, but 
in previous years had been small at times, with the 1930 
to 1938 average around $1.00 a share a year. 

Monarch Machine Tool Co. averaged above $5 a share 
a year in the 1940-1943 period, less than $2.00 a share in 
the 1936-9 period and before that had shown less than 50 
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cents a share in any year, or had deficits, for a long 
period. 

Bullard Co. averaged above $5, a share in the past four 
years, but before 1940, it had a few good years and some 
poor ones. 

National Acme Co. averaged near to $5 a share in the 
past four years, and it also had very mixed results, good 
and bad, prior to 1940. This company has some other 
products than those classed as machine tools which may 
help to hold up its income if its main line is poor in post- 
war days. 

Two companies which cannot be classed wholly in the 
machine tool group but which will have a similar prob- 
lem after the war, are Chicago Pneumatic Tool and Black 
& Decker. Pneumatic’s main item is a portable pneumatic 
tool used for breaking hard surfaces. It has been widely 
used in the war period, also the other products which 
include compressors, drills, pumps, hoists and engines. 
This is another company which averaged close to $5 a 
share in the past four years but which had quite irregular 
results in preceding years. There are prospects for fairly 
good post-war earnings, as the normal users of pneumatic 
tools include the building industry, road builders, rail- 
road, oil and mining trades, many of which expect large 
business in the post-war period. 

Black & Decker Manufacturing Co. makes portable 
electric tools—drills, heat guns, saws, screw-drivers, ham- 
mers, etc. It also has several specialized lines, which in- 
cludes a vacuum cleaner. The normal demand for the 
electric tools comes from builders, automobile companies 
and several other industries. The company averaged 
over $3 a share annually in the 1940-43 period, while pre- 
ceding years varied from deficits in the early 1930s to 
$2.88 a share in 1937. As practically all of wartime busi- 
ness was in the normal lines, it will have no important 
conversion problems when it resumes making civilian 
goods. 

E. W. Bliss Co. is partly in machine tool making but 
has a number of other activities. In peace times, it also 
makes presses and machinery used in the sheet metal 
trades. It is understood to have had a very large business 
in war goods. Earnings in the 1940-43 period were in ex- 
cess of $5.00 a share annual average. In the two preced- 
ing years, it had a deficit of 99 cents a share in 1939 and 
earned 1 cent a share in 1938. This company will be 
remembered as having made enormous profits during the 
first world war, then had a long period of low income. 

In conclusion on the subject of machine tool and allied 
lines, it might be pointed out that many of the stocks 
mentioned above are selling materially below the highs 
of the past few years and that most of them are at prices 
very low in relation to recent earnings, but by no means 
low in ratio to average pre-war earnings. 

Savage Arms Corp. is a firearms maker. In the First 














World War it had a huge business in machine guns anj 
other arms, then went through many years of trying 
find a profitable medium for peacetime production. || 
has again had a huge business during this war an( 
averaged well over $3 a share earnings in the past thre 
years. Its pre-war net seldom went over $1.00 a share 
and often was only a few cents, or there were deficits 
The company is planning a number of new activities 
which may include the resumption of making washing 
machines, lawn mowing machines, ice cream cabinet 
and frozen food cabinets. But prospects are dubious fo: 
earnings. 

Babcock & Wilcox had not reported its 1943 income 
when this article went to press, because of renegotiation 
of contracts. The largest product of this company is i 
boilers, marine and stationary. It also makes a wid 
variety of heaters, burners, heating controls and similar 
products. In the three years 1940-2, earnings were over 
$5.25 a share average. Pre-war earnings had been from 
$1.30 to $2.72 a share, excepting in 1938 when a deficit} 
of $4.60 a share was reported. Large working capital and 
book value show that the intrinsic value of the stock isl 
high. Its market price has been held down by a very con: 
servative dividend policy and uncertainty as to the post. 
war outlook for the company’s business and earnings. 

Bucyrus-Erie Co. would normally be classed as having 
bright prospects for post-war business as many of its) 
products are used in the construction business, but there} 
is here also some question as to whether the many exca/ 
vating machines, dredges and steam shovels sold to wat) 
plants and the armed forces will be available for civilian) 
use. The army alone must have a huge number of bull- 
dozers. This company’s earnings did not show much in- 
crease in the war period, despite a huge gain in total 
business. The 1942 gross was over $29,000,000, but this} 
item was not supplied in the 1943 report. Net income in} 
the 1940-43 period averaged a little over $1.50 a share, 
with the preceding years well under that, while large} 
deficits were shown in the early 1930s. 

This second group of companies embraced those with 
good wartime earnings but not impresive records in pre- 
war years. Now for something on companies which had a 
long period of good earnings, prior to the war years, or 
have good post-war prospects for income. 

United Engineering & Foundry Co. designs and manu- 


factures heavy machinery for use in steel mills. While} 
only fair results were shown in the early 1930s, after 1934, 


net income was $1.92 a share in 1935 and well over $3.00 
a share in every year thereafter, with one exception, 
when it was $2.61. The 1935-1943 average was over $3.50 


a share. With the steel mill capacity of the country so} 


large as a result of war work, there may not be as much 
demand for new steel making machinery as in the past 
few years, but later many (Please turn to page 479) 












































Position of Leading Machinery Stocks 
——In Millions of $— In Dollars Per Share . Price Ratio To 
1936-9 Net 1936-9 1944 Avge. 1944 Earnings for: Invest- 
943 Avge. Work Book Cur. vge. 1943 Est. iv. Est. Est. Avge. ment 
Gross Gross Cap. Value Assets Net Net Net 1936-9 Div. 19441936-9 Rating 
*Babcock & Wilcox....... 17.8(b 47.75(b 20.32(b 0.41 (c 6.00 067 1.50 4.3 63.4 C+2 
Bucyrus-Erie.....ccccccees 11.8 14.3 13.57 7.22 080 204 2.00 0.31 060 5.55 13.7 C+2 
xBuffalo Forge............ 24.1(a 4.4 3.0 16.02 9.25 — 3.50(a 350 —— 2.00 5.7 —— C+2 
Monarch Machine Tool..... 25.9 2.1 2.6 22.99 12.04 187 3.83 3.25 1.07 3.00 7.2 126 C+2 
Savage PAINS... 66acccsees 73.8 3.7 6.2 14.45 9.24 0.42 1.52 125 025 1.00 7.2 21.4 C3 
U. S. Hoffman Mach....... 13.2 5.1 41 21.53 14.12 0.54 1.59 2.00 1.00 6.7 25.0 C+2 
(a year to Nov. 30. (b end of 1942. (c 1943 report delayed on renegotiation of contracts. 
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Tue oil industry has enjoyed rapid and consistent 
rowth, somewhat paralleling that of the electric power 
and light industry. Domestic demand for oil, plus ex- 
ports, has increased from 438 million barrels in 1919 to 
1,545 millions in 1942, and the current rate is consid- 
erably higher. Demand has increased steadily for 45 
years, with only slight set-backs in 1921, 1930-32, 1938 
and 1942. But despite this remarkable record, which 
was due largely to the development of the automobile 
and airplane (plus partial conversion from coal to oil 
for heating) the industry has had sharp ups and downs 
in prices and profits. Net earnings after taxes for twen- 
ty oil producing and refining companies jumped from 
$249 millions in 1935 to $556 millions in 1937, dropped 
to $284 millions in the year following, gradually recov- 
ered to $512 millions in 1941, and dropped to $388 mil- 
lions in 1942. And this was during a period of not very 
unstable prices. 

The major difficulties of the industry in the past have 
centered about over-production and _ price-cutting of 
crude. But the industry has also indulged in over-com- 
petition in the retail sale of gasoline. Many of the big 
companies decided at about the same time to acquire 
their own retail trade outlets, through extensive chains 















) ma Pan eee 


rs “%G, 
M4 


Sams E 
Fil Mat 











OILS AS POST-WAR INVESTMENTS 


THOMAS L. GODEY 


is almost impossible for one (or even several) of the 
large companies to control the entire field. ‘“Wildcatters” 
or individual oil prospectors frequently make lucky 
strikes and a large number of small producers may share 
the new field with the big companies. Since the oil 
gushes freely, and everyone is afraid that someone else 
will drain off the oil under his land if he doesn’t take 
it out himself, it is very difficult to check production, 
even though prices may drop shortly. 

In the old days, the Standard Oil “Trust” ran the in- 
dustry pretty much to suit itself and frequently exploited 
the recurring crises in the industry for its own benefit. 
When the “Trust” was broken up in 1911, however, the 
industry became wide open to competition, and despite 
the evolution of a number of important, well-integrated 
companies, this condition still prevails (though in less 
degree than formerly). 

For a number of years over-production in the huge 
East Texas field kept producers in a semi-depressed con- 
dition, and all sorts of schemes were tried to get pro- 
duction under control. Weak Federal regulation began 
in 1924, and State regulation was initiated by Oklahoma 
in 1927 and Texas in 1928. The Federal government 
sought stronger control under NRA but this was dropped 














of filling stations. Soon when the Supreme Court 
there was a filling station on declared NRA _ unconstitu- 
almost every corner, and re- PETROLEUM STOCK GROUP VS. 283 STOCKS tional. In recent years 
adjustments were necessary AUG. 26,1939 = 100 Washington used the anti- 
to keep retailing on a prof- 200 7 trust law as the basis of a 
itable basis. The war has, PETROLEUM STOCKS <> A broad suit against twenty- 
of course, temporarily cured a f] two major oil companies, 
any remaining difficulties, 150 oa but this litigation has been 


since the manpower short- 
age and the rationing of 


| temporarily lifted, though it 
remains as a post-war threat 





gasoline have closed many wal _ 


stations. ~ A 
However, it is the over- 
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against the industry. 
The over-production in 
Texas was finally brought 








production of crude oil 
which has given the indus- 
try its principal headaches 
in the past. ‘This is due to ‘ 
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under control by joint ef- 
forts of the larger oil com- 
panies, the States with their 
proration laws, and_ the 
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the fact that a new field 33 1940 1944 
usually spreads over a con- 


siderable acreage, so that it 
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1942, 1943 1944 Federal law known as the 
Connolly “hot oil” Act. No 


new fields of the major im- 
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portance of East Texas have been brought in in recent 


etc. Wells can now be drilled three miles under th943 ' 
earth’s crust, and this factor alone doubles the recovery An 1 


years. While there has been some unregulated produc- 

tion in Illinois and other areas, this has not seriously prospects in some areas. Also there are vast unused shald¢ ™0 

threatened the price structure, which has remained steady _reserves—as yet untouched because too expensive to han he nev 

for the past three years, at a level about double that of dle. And also there are various methods of getting oil @ we 
alist, 


the depression low of 1931-3—though well below previ- 
ous levels back to 1913 or earlier. 

Concern over a possible future shortage of oil in the 
United States may not be fully justified. Technological 
improvement in the industry is constantly extending the 
lives of fields already in production and facilitating the 
discovery of new resources. Formerly, only about one- 
quarter of the potential oil was obtainable, but now as 


from coal, of which we have a tremendous reserve. 

During 1942-3 there was considerable concern ove!" at 
the reduced number of drillings, and the relatively smaljp'SPC¢ 
number of producing oil-wells completed. In Januar y—and 
1942, 1,373 new wells were completed, but a year latepe!S ! 
the number had dropped to less than half. However? aff 
despite the manpower shortage, there has since been 4 hargec 
gradual increase and the number of new wells brought in essful 

















































































































much as 85% is taken out of some fields by such methods during the first four months of 1944 averaged about gsof** TU 
as gas repressuring, electric-pumping, water-flooding, The number of drillings increased from 2,408 in April Anot 
e - e 7 
Position of Leading Oil Stocks 
7-—— In Millions of $ ——, In Dollars Per Share Price Ratio To 
1936-9 Net 1936-9 1944 Avse. 1944 Earnings For:  Invest- 
1943 Avse. Work Book Cur. Avge. 1943 Est. Div, Est. Est. Avge. ment 
Gross* Gross* Cap. Value Assets Net Net Nett 1936-9 Div. 1944 1936-9 Rating 
Amerada Petroleum..........ssseeeees $20.50 $11.56 $8.61 $29.40 $10.93 $2.30 $6.06 $7.50 $2.00 $300 146 47.6 At veda 
RAMANIG ROMARY s 6.060ssscceceesrcas 212.60 124.24 44.63 69.16 16.75 279 3.79 650 1.41 1.00 4.7 11.0 BQ pov inver 
ReMMON ss 0.05. sescesceasencserte 12.99 11.93 5.54 9.06 249 0.97 162 1.75 0.93 0.80 99 179 C+ 
OCratapnil MDA. .occnecesasecesocsss 119.48 81.55 32.72 27.07 6.98 187 3.01 300 125 120 109 17.4 Bg 
OT eae eae oe . 431.76 264.36 101.19 43.63 11.14 2.38 3.93 3.50 1413 1.75 140 206 At 
Humble Oil........... Soaeeehesaeee 329.96 193.47 70.68 20.19 3.93 9.04 2.54 3.00 1.88 1.50 142 104 At 
*Mid-Continent Pet. .........sseeeeee 56.81A  39.74A 37.73 27.07 20.31 1.85 3.53 4.00 0.96 1.40 69 149 BI 
REMIS GO) con ssbecercesgeacscsenss 16.43A 56.57A 6.34 14.49 4.01 0.54 214 250 0.45 1.00 7.7 35.8 Bf 
Panhandle P.&R.......seeeeeecceseees 4.08 3.61 0.68 3.17 0.78 0.15 0.44 48 None 0.10 96 308 C1 
wPhillips Petroleum..........++. Sento sf 157.61 11215 24.49 4319 498 3.42 288 3.00 231 9.00 159 139 At jxes).F 
One of th 
PipmpMOll. so 2sccasaccccnussceenes 6.79 6.63 0.54 9.59 0.52 237 216 225 1.34 1.00 8.5 8.0 Bt Pptoperty « 
Company 
SOREN Soa ccaceessarectteecceceee 136.24 106.06 32.09 25.30 8.05 1.33 250 275 0413 0.75 64 132 B1 pratic up 
Company 
SC er eae: 10.68 7.37 4.51 8.16 3.65 1.72 1.58 160 1.00 1.00 .149 138 Bg with impc 
Large, we 
Shallitinlon lls. ..sccssooceecccsscss 407.73 248,31 90.15 1889 689 112 182 2920 061 195 122 238 at esulted i 
pelacIT NOH -o:-sscassssuccasaeesnctes 326.89 291.80 89.49 29.90 7.16 0.94 1.85 2.00 0.83 0.57 7.4 15.6 B1 
SSMU <s, bacewscccusecscase joven epeT 36.55 11.77 56.78 12.00 3.94 5.57 7.00 0.81 2.00 5.9 104 B+1 
SacOny AEM, <cssceseesceososesaes 664.94 533.11. 271.33 29.17 8.70 140 115 125 063 0.50 11.4 101 At 
wStandard Oil Calif........... aeeeee 289.72 175.97 111.39 45.98 8.56 214 278 3.00 1.40 2.00 129 181 At 
*Standard Oil Indiana. ..........ee0e08 506.17 344.28 18664 49.59 1221 270 3.31 3.50 1.74 1.50 9.7 125 At 
wStandard Oil New Jersey............- 1302.81 1144.63 585.86 52.00 21.47 3.88 4.53 5.00 1.63 2.50 11.6 15.0 Al 
wStandard Oil Ohio.......eseeeseseees 143.60 57.43 20.09 73.54 24.78 422 5.31 5.10 1.50 9250 87 10.5 B3 
SS aaa ee aT ere. 468.84 121.32 59.38 4486 20.92 273 4.56 5.00 1.00 1.50 11.6 208 At 
SR eR RS ER Roe 459.71 356.98 17665 52.51 15.79 3.58 3.83 4.50 1.94 2.00 108 13.6 At 
Tidewater Assoc. Oil........eeeceeeeee 206.27 134.77 58.39 19.50 915 1.36 1.98 230 0.86 1.00 vf ae | Bi 
Risin CON OE GIN oo ine cs avs esacea se 110.30 76.85 41.07 31.37 9.36 168 1.56 1.75 116 100 11.5 11.9 Bf 
*Gross Operating Income. A—Sales. tEstimates are based on assumption that war demands for oil products will continue through 1944, — 
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der th#943 tO 3.413 in April this year with more gain likely. 
recoven§ AN important factor in this increase appears to be 
ed shale more liberal provision for depletion charge-offs in 
to hanflte new tax law, and also the realization that money 
ting ojpunk in prospecting is a tax-free deduction. One capi- 
alist, who had amassed a moderate fortune in inven- 














southern states, such as Mississippi and Florida; while 
the presence of oil had been suspected, definite results 
are now being obtained, though no sensational fields 
have been opened up as yet. Phillips Petroleum recent- 
ly brought in some new wells in Oklahoma, the discov- 
ery being regarded as one of the most important since 














ve. 
rn ovefions and war contracts, has recently gone “hog wild” in opening of the Oklahoma City field. 
ly small prospecting areas which the big companies had passed A further stimulus will result from the payment of 
January by—and in some cases he has obtained startling results. Federal subsidies for oil from certain stripper wells, be- 
ar latespeing in the high tax brackets, this man figures that he ginning August ist. Commerce Secretary Jones has an- 
oweveran afford to take big risks, since his heavy costs can be nounced that 35c a barrel will be allowed on production 
been ;fharged off against any income obtained, and the suc- in fields that average less than five barrels per well a day, 
ught infessful wells will remain available for development when 25 where production averages five to seven barrels, and 
ut gsoff@X Tates are lowered. a on 20c where it is seven to nine barrels. In the Pennsylva- 
n April Another factor is the successful drilling in some of the nia grade fields, where long- (Please turn to page 480) 
a 
Comment 

Invest- 

ment 

Rating 
a a Il but financially strong company with hugh oil reserves. Has specialized in scientific exploration methods. Controls some undeveloped Venezuela lease-holds through subsidiary. 





9 dividend rate for many years (balance ‘plowed back"’), accounting conservative, write-offs heavy, taxes low. Low yield, no capital leverage. 





BQ nsiderable leverage due to senior securities. Some years ago stock was in “blue ribbon" class, but earnings irregularity and Eastern gas-rationing caused it to lose caste. Earnings 
ow in rapid comeback, due partly to operation of large catalytic cracking plants for aviation gasoline. 


























C+1 had a mediocre record as a prod and eter of crude oil, but company now has well- diversified production, an ample cash position and conservative all-common capi- 
lization. Moderate future growth appears likely, though earnings are largely dependent on crude prices. 
les and share earnings have shown fair growth, and war-time showing is good. Bookkeeping and dividend policies conservative, cash substantial. While a complete unit in the 
BQ ustry, pi ly exceeds refining requirements. Retailing in forty-one states. Substantial reserves. 30c quarterly dividend should continue. 
is Mellon company, one of the largest producers and refiners, has huge world-wide reserves and annual sales of $431 millions. Ultra-conservative accounting end dividend policies 
Al permitted rapid exp out of Currently paying 25c regular and 25c extra quarterly, which should continue. 





bsidiary of Standard Oil Co. of New Jersey, principaliy a crude oil producer. Hes large low-cost reserves and considerable undeveloped acreage. Substantial cash offsets moderate 
Al nded debt. Earnings increased sharply in 1943, and should show 1944 gains; dividend rate increasing. 



















































































small, well-integrated y with somewhat irregular earnings, but trend in recent years (aided by the war) has been upward. Buys substantial part of refinery requirements. 
B1 h position now very strong—nearly one-third of assets. Stock sells at reasonable ratio to current estimated earnings, with fair yield. 
is ft and distributi as had an irregular record, with a deficit as recently as 1939. With current heavy production and satisfactory prices, 
B1 te a peed pode | The stock sells at a tatio to current earnings, and post-war prospects appear good. 
is small Texas company seems somewhat over-capitalized. Current earnings have shown a good recovery, and charge-offs appear ample, but the current position is only fair. Despite 
C1 low-average price-earnings ratio, the stock appears to have only moderate speculative appeal, g its reco! 
pie company has shown excellent growth—recent sales being over three times those of 1929. Earnings fairly steady, though rather disapp»inting in 1942-3 (partial! y due to increased 
Al xes). Finances sound, including fair cash positi $2 d rate appears dependable. Recently leased 750,000 acres in Colombia, development to begin shortly. 
One of the smaller producers (with modest interest in refining), company's earnings largely depend on crude prices. Growth slow, but earnings and dividends quite stable. Heavy 
B1 property acquisitions have d cash ition, but dividend policy is moderate and the $1 rate appears amply protected by earnings. 
—____. [Company has enjoyed aggressive ‘‘Dawes'’ management. One of the leverage issues, due to substantial senior capital. Common stock deficits i in early 1930s, and earnings somewhat 
B1 pratic up to 1941, Cash moderate. Stock sells at modest multiple of earnings. Texas-Louisiana discoveries may offset declining Illinois p 
Company i is relatively small but cash position is excellent, and earnings and dividends have been steady despite the fairly liberal payments. The company is a well-diversified producer 
Bo with important California interests, and is about one-third owned by Texas Company. Charge-offs very substantial in relation to earnings. 
Large, well ded y, but growth small—assets lower now than in 1929. Nearly two-thirds of stock owned by Royal Dutch, the big European company. Over-capitalization 
Al sulted in deficits during 1930-34, but net income has shown substantial recovery. Current $1.25 dividend rate fairly secure. 
__. large but heavily capitalized, company has wate | impressive war-time gains. Production only about one-third of refining needs. Reserves of 600,000,000 barrels, together with 
B1 wth American production (through \ Vi ) gives stock post-war growth potentialities. Good cash position protects modest dividend. 
> ae gg atempeh grated oil y has some very efficient refining plants. Earnings (imegular in 1930s) were at peak levels in past three years, with further sharp gains antic 





ed. Current and pan position fair, debt moderate, current dividend well protected, price earnings ratio reasonable. 








+1 
= dollar unit of the former Standard Oil Trust, but with 31,000, 000 shares and an unexciting earnings record, the stock has remained in the medium-priced range. Handicapped 
by loss of producing properties in the Dutch East Indies anda big gain in income taxes. Should have post-war possibilities. 











Al 
Largest West Coast company, with a sound earnings and dividend record (payments since 1911). $2 dividend fairly liberal, but protected by substantial charge-off and good cash 
———. {position. Company has large foreign interests including important Arabian fields. Price-earnings ratio and yield quite satisfactory considering record. 


Al 
fourth largest refiner and sixth largest oil producer, with assets of over $900 millions. Has pe pon Venezuelan interests. ieee paid each year since 1912. Earnings 
——— ffieady, with moderate growth in recent years. Price-earnings ratio seems low p 's strong position and sound recor 


Al 
is $2,327,000,000 leader of the industry has world-wide interests—about 60% U. S., 11% European, 29% other Foreign. War losses in the Orient, partially absorbed in taxes, 
om dicapped 1949-3 earnings. Dividends, paid uninterruptedly for seventy-two years, ‘well protected by $400 million cash. Current ratio reasonable considering company's post- 
at possibilities. 

















One of the smaller Standard Oil group, company is principally a refiner and distributor, buying most of its crude. Earnings unsatisfactory in early 1930s, but recently have been more 
——— fitable. Stock has more leverage and a less impressive record than other Standard Oil issues, but current dividend rate seems conservative. 























is Eastern oil company with ship-building interests has d und t of the Pew family of Philadelphia. Growth has been exceptionally rapid—1943 
"hee come was $467 millions vs. $86 millions in 1929. Medes cash Ghidends pore since 1903, also occasional stock dividends. 
1 
lexas Co. is the second largest crude producer, and third largest refiner; it has substantial interests in the large Arabian and Colombia fields jointly with ies of the Standard 
ne il group. Cash dividends have been paid since 1902, despite deficits in 1931-3. Strong cash position maintained. 


is ii rtant integrated , with some business in Crient, appears over-capitalized. Assets below 1929. With earnings and 0 a irregular, stock has remained in 
——_— fimedium-priced class. Working capital fair, cash up sharply in recent years. Year-end extra might boost dividends to $1, affording liberal yie 








While this is the second largest coast company, growth has been slow in past decade. Financial position is strong permitting liberal dividends (paid since 1916). Reserves are esti- 
——— {mated at 351,000,000 barrels, largely low-cost, which will benefit the company in any future oil shortage. 
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N ON-FERROUS metal shares recently joined the tra- 
ditional market laggards in a moderate burst of activity 
and strength but the demonstration, if it can be called 
that, lacked conviction, obviously reflecting short-term 
speculative interest in a neglected group rather than 
anything that might point to a change in the drab out- 
look picture commonly taken for granted. Hence metal 
shares even at recent higher levels, since pared, sold at 
relatively moderate price-earnings ratios, especially if 
compared with the high ratios currently characteristic 
of a good many industrials. Quite clearly, the multi- 
tude of problems facing the metal mining industry after 
the war continues as a powerful deterrent to more positi- 
tive market action. 

The difficulties confronting metal mining companies 
with the return to peace have been repeatedly outlined 
in the Magazine. For one, it is highly improbable that 
peace time demand, even if large, will anywhere ap- 
proach the huge war requirements for metals. The in- 
dustry, especially copper companies, will have to contend 
with heavy inventories both of new and secondary metal. 
Reduced ore reserves, lower quality ore, the possibility 
of lower tariffs, and high wages and taxes are further un- 
favorable factors. The picture of course is not entirely 
one-sided. The expected post-war boom should make 
for better than prewar volume of business, at least for 
some time, enabling low-cost and integrated producers 
to, show fair profits though probably not equal to best 
pre-war experience, depending on price developments. 
Nevertheless, a considerable shrinkage of operations is a 
virtual certainty and profit 


SHELDRICK 


METALS 





mere existence of these supplies will continue to be a de 
pressant for an indefinite period. 

Pricewise, despite some possible post-war control, do 
mestic companies are bound to encounter keen compe 
tition from lower-cost foreign producers which wi 
largely nullify whatever export potentials may exist afte 
the war. Without benefit of subsidies, Rhodesian mine 
can sell copper profitably at around 8c a pound, anj 
Canadian companies have sold zinc around 3-5c ant 
lead at 3c. While higher costs today may not permi 
repetition of this performance, foreign producers wil 
continue to enjoy a marked cost advantage over domestif) 
companies. i 

Moreover, it is questionable whether the trend towarg 
lower import duties will be checked. The Mexican recip 
rocal trade treaty, for instance, sets up a post-war inf 
port duty of 1.7c on pig lead and 1.2¢ on lead ore, againg 
2lgc and 1.5c respectively before the war. This ha 
great potential importance in view of the war-time ris#} 
in domestic production costs. Pressure to meet enoy| 
mous demand necessitated the mining of high-grade or} 
deposits, reducing these richer reserves and increasinj 
future reliance on lower grade ore bodies, making fo 
higher mining costs at home and possible competitiv 
entry of foreign metal over the reduced tariff barrier. 

Unquestionably, during reconversion, there will be 
period of low demand for virtually all non-ferrous me 
als, to be followed by a substantial demand recover 
when the post-war boom gets under way. But in th 
face of scrap and competitive problems, metal pricd 
and company earnings wil 





potentials are circumscribed 
by the aforementioned fac- 
tors. 


NON-FERROUS METALS STOCK 
GROUP VS. 
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probably decline even 
some form of Governmer 
support should eventuate. 


283 STOCKS 





With the end of the Euro- 
pean war, or the approach 
of the end, leading to sharp- 


Until war development 
lead to drastic cutbacks ¢ 
war production, all met 





er cutbacks in war produc- 
tion, there is bound to occur 
a big rise in inventories 


companies will continu 
quite busy. This applie 
particularly to copper. Du 





forcing a reduction of metal 
output though the resultant 
decline in operating income 





to the always shifting wa 
demand, the metal industy 
has successively _ labore 





should largely be at the ex- 
pense of taxes. However, 
competition then will un- 
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through periods of too littl 
and too much. When th 
war effort got under waj 
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doubtedly become keener, aoe 


not only within individual 
industry groups but between 
the various base metals and 
other materials such as light metals, alloys and plastics. 
The scrap oversupply is likely to become at once burden- 
some. After the first world war, scrap supplies amounted 
to a million tons and it took a decade before their weight 
was lifted off base prices. Scrap supplies after the cur- 
rent conflict will be immensely larger and while some 
form of stockpiling may be resorted to, it may not go far 
enough to immobilize the mountainous volume. Nor is 
controlled distribution likely to solve the problem; the 
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demand proved _insatiabl 
and far-reaching measurq 
were needed to boost do 
mestic and foreign outpu 
By the end of 1943, with the peak of the war effort al 
tained, supply was finally in balance with demand ani 
early this year a small surplus had been accumulated 
raising hopes that some metal might be made availabl 
for essential civilian production. But suddenly shiftin 
war needs dictated otherwise. Since March, copper agai 
is in tight supply with a deficit threatening. Simultane 
ously, mine output slowed due to labor shortages and th 
over-all picture was further aggravated by productiot 
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cutbacks on the part of some foreign producers. Pres- 
ently, domestic copper mines are reported short as many 
as 6,000 workers. Some lead mines had to be shut down 
entirely and several zinc smelters had to operate below 
capacity. In Canada, similar conditions developed with 
leading metal producers suffering in varying but increas- 
ing degrees from the manpower pinch. A walkout of 
Mexican miners to force a 50% wage increase resulted 
in the protracted shutdown of important mines in that 
country, mostly American-owned. 

The new supply picture has caused revisions in the 
earlier program of reducing output in some metals, main- 
ly through cancellation of contracts with subsidized high- 
cost producers. The British, too, were forced to rescind 
a 20% cut scheduled for Rhodesian copper output and 
operations there are to be continued fully within the 
limits of available labor supply. 

At this writing, unless conditidns change radically, it 
appears not improbable that the premium plan originat- 
ed after Pearl Harbor to spur output, may again have to 
be broadened to meet rising costs and other barriers and 
to add stimulus to production efforts. Premium or bonus 
payments were instrumental in obtaining top produc- 
tion. Last year alone, some 230,000 tons out of a total 
of 1,087,000 tons of copper produced was premium out- 
put, or 21.12% of the total versus 10% in 1942 when 
premium production came to 103,000 tons. Similarly, in 
lead mining, premium output in 1943 rose to 33.19% ot 
the total from 17.25% the year before. In zinc mining, 
the percentage was 52.63% last year compared with 
28.7% in 1942. Altogether, premium payments to pro- 
ducers of copper, lead and zinc in 1942/43 totalled $91 
million. 

Whether broadening of the premium payment plan 
can sufficiently stimulate output to reverse the produc- 
tion downtrend is problematical, however. According 
to a recent WPB estimate, unless adequate labor is sup- 
plied to mines, 1944 copper production may drop as 
much as 260,000 tons or 25%. As it is, only the output 
of Phelps-Dodge is likely to rise, reflecting full scale 
operations of the newly developed Morenci mine. Chi- 
lean production of Anaconda and Kennecott may man- 
age further small advances. Elsewhere production pros- 
pects, especially in domestic mines, do not promise any 
worthwhile recovery barring marked improvement of 
the manpower situation not now in sight. 

Most copper producers, with the prominent excep- 
tion of Phelps Dodge, therefore will probably report 
somewhat lower earnings this year with rising costs an 
additional factor. Results of fabricating companies 





alone should continue around 1943 levels so long as war 
output remains high. 
Lead production is somewhat less affected by labor 





difficulties though domestic output has also been drop. 
ping recently. The resultant deficit was compensated 
for by larger allocations of imported metal, with the 
Government’s stockpile still holding a three month; 
supply. With the latter increasingly drawn upon, it 
might however dwindle seriously if the Mexican strike 
continues long. This disturbance may substantially 
affect operations of American Smelting & Refining and 
American Metals Co., depending on its duration. Re 
flecting these influences, earnings of lead producers this 
year should run somewhat below last year’s but less s0 
than those of copper companies. 

The zinc situation is less tight. Output was stepped 
up early this year, permitting monthly record shipments, 
but the trend since was less favorable, partly because of 
increased use of scrap. 1944 volume therefore may fall 
well below last year’s. Despite declining output fore 
cast for the second half of the year, owing to labor short 
ages, supplies are still being added to the Government 
stockpile which by the end of the year may amount to 
fully 300,000 tons but renewed brass demand for muni- 
tions may considerably reduce this estimate. Still, no 
shortage is anticipated. Total production will fall be 
low 1943 and so will earnings of zinc producers, in some 
cases perhaps quite materially. Since over half of zinc 





output is on premium contracts, the earnings decline 
might be greatly accentuated later in the year, should 
favorable war developments force heavy production cur- 
tailment in line with sharp cutbacks of war orders. This 
latter factor of course applies to all metal producers. 

In the light metal field, a different picture presents 
itself. War-time expansion has been truly fantastic, 
with a seven-fold boost in aluminum production (from 
330 to 2,400 million pounds annually) and a hundred: 
fold increase in magnesium, from six million pounds 
annually to 600 million pounds. Eventually, production 
outran demand and substantial cutbacks had to be or. 
dered in both metals, now in heavy oversupply. Be. 
cause of materially lower volume, earnings of producers 
will decline despite lower EPT and notwithstanding 
the possibility that some metal may shortly become avail- 
able for civilian production. Compared with still tre. 
mendous output, such diversion even at best must re- 
main relatively small until the end of the war in Europe. 
A further sharp drop in production must be expected 
thereafter. 

Companies producing alloy- (Please turn to page 481) 


























Position of Leading Metal Stocks ° 
-~—In Millions of $—\  - In Dollars Per Share —, Price Ratio To 
1936-9 Net 1936-9 1944 Avge. 1944 Earnings For: Invest- 

1943 Avge. Work Book Cur. Avge. 1943 Est. Div. Est. Est. Avge. ment 

Gross Gross Cap. Value Assets Net Net Net 1936-9 Div. 1944 1936-9 Rating 
Alaska Juneau.......... $1.45 $5.24 $1.45 $12.95 $0.98 $1.05 $d0.12 None $1.14 None —— 7.1 C3 
Aluminum Ltd. (a) ...... 102.52* 16.30* 97.26 120.79 130.73 13.91 15.79 $12.50 1.06 $8.00 6.7 6.0 B3 
Amer. Zinc, Ld. & Smelt. 28.81 0.55 446 14.13 6.63 d0.33 0.87 0.50 ——— None 11.0 —— C3 
Eagle Picher Lead....... 4418 2214 10.33 19.78 11.62 0.48 1.27 1.30 0.32 0.60 10.4 28.1 C+2 
Hudson Bay Mining (a)... 24.89 13.96 18.27 15.81 6.62 1.89 2.73 240 1.50 2.00 11.5 145 C+3 
Inspiration Cons. Copper.. 13.72 6.69 6.35 25.78 5.37 0.62 1.39 1.30 —— 1.00 9.2 19.3 C+2 
Lake Shore Mines (a).... 5.54 15.42 4.40 2.78 2.20 4.11 0.96 0.80 4.69 0.80 22.5 4.3 B3 
Magma Copper......... 6.41 5.27 6.29 20.37 15.43 2.60 17 1.70 250 1.00 106 69 C+2 
xMclntyre Porcupine (a). . 8.12 8.08 19.61 25.83 24.57 4.57 3.77 3.60 2.00 3.33 15.0 11.8 B2 
Miami Copper.......... 11.87 6.719 4.82 25.62 6.46 0.42 1.02 1.10 0.04 0.50 7.3 19.0 C+2 
Silver King Coalition..... 1.91 1.84 1.01 7.95 0.83 0.52 0.18 — 0.49 None — 7.9 C3 

* Operating Income. (a) Canadian Dollars. 
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Capital Needs 

The liquid resources of American 
industry have been built up greatly 
during the war period and unquest- 





ahead but progress is being made. 
Formerly only a mail order firm 
doing mainly installment selling of 
a not too lenght list of goods, Spiegel 

















When the market goes down it 
doesn’t waste time fiddling around 
as it does on the advances. On the 


stepped ionably will aid reconversion. How- in time will also be an important last advance it took the Dow indust- 
pmentsf ever, the picture is not as simple as chain store operator. Last week it rial average over ten weeks to go 
cause off it has been painted by the SEC, announced purchase for cash of Fe- up 15 points while on the recent re- 
nay fall which implies that there will not deral Outfitting Company, with a action it declined almost 5 points 
ut fore). be much need for capital financing chain of 20 stores on the West Coast in one week. At reaction lows to 
r short, after the war. Contrary to this view, selling apparel for men and women, date Southern Railway had given 
rnmentf economists of the Federal Reserve and home furnishings. -Earlier this up 50% of its advance since April 
ount tof Board point out that reduction of year the company had acquired the 24 low, when the Dow industrial 
r munif current liabilities will consume a Sally Stores chain, with 46 stores in average was at 135; U. S. Rubber 
till, nof substantial portion of present liquid 14 states selling women’s clothes. about 41%; Westinghouse Electric 
fall bef’ funds, and add that contract termin- & Mfg., about 53%; Willys-Overland 
nN some} ation procedures, ‘disposal of Gov- about 30%; Studebaker about 44%; 
of zincl ernment-owned inventories and SHOWING INCREASES IN Standard Oil New Jersey) 33%; 
decline} equipment, and the subsequent cap- SECOND QUARTER EARNINGS New York Central 50%; Southern 
shouldf ital and credit needs of business will 1944 1943 Pacific about 60%; Allied Stores 
on curf largely determine the actual post- Barber Asphalt $0.56 $0.32 about 36 %; American Can about 
s. This} war financial status of industry. Cons. Edison 59 AT 45%; Philco nearly 40%; Radio 
cers. Thus, it is doubtful that war-time Lambert 12 10 Corp. about 57%. In most cases the 
resents} accumulation of quick assets will Rem.-Rand 62 35 rails have gone down the fastest. In 
ntastic) suffice for over-all post-war needs; Webster-Eisen. 45 «39 many cases high quality stocks have 
(from} and even if it does, many individual Shell Union Oil 57 Al cancelled about as much of their 
indred-| companies will be exceptions, need- Budd Wheel 50 64 advance as have low-price specula- 
oounds§ ing financing. West Va. Coal 80 = 32 tions—but this probably will change 
luction Blumenthal & Co. 39 3 if the reaction goes substantially 
be or: Refunding Tex. Gulf Sulphur 64 54] further. 
. Be Improvement of railroad credit Tex. Pac. C. & Oil ee 38 (30 Liquor Supply 
ducersf- status is a cumulative thing. Big Gains in Half-year 1 setiasaheensilill abiabel 
indingf earnings aid debt retirement and Earnings-Reports Se a age a f 
-avail{ that lifts credit ratings; next, im- Clark Equip. $5.32 $3.93 — on ies 9 "i ¢ 
ill tref proved credit rating leads to refund- Loose-Wiles 194 1.32 Te dd al he paseiige 1 i ly 
ust ref ing and large savings in debt charges U. S. Steel 227 2.12 io ful pad ad . * pa y 
urope, which further boosts credit status Hollander 201 1.54 ee wR coment Bia - fl bs 
pectedf and earning power over and above Phillips Pete 1.83 1.62 Not igs ved = Ves ig fb d 
fixed charges. It now looks like a Life Savers 172 147 Pe be ban Son hi "i till pay 
e€ 481), “wave’ ’of rail refundings that is roll Budd Wheel 1.08 0.89 ably Scheel ei. rs i goer at 
ing. Great Northern’s refinancing Atlantic Refining 2.71 0.90 be o “ — —_ Pont 
———| is expected to call for issuance of as Standard Oil N. J. 2.60 1.16 with the « oa ding armen 
much as $100,000,000 in new lower Container Corp. 153 1.06 pois bl om. See: ee = Pais 
coupon bonds ynder a single mort- = recurrent eee 
: Pedy wars”. From all that we can gather 
gage, with large saving in charges. shew: Iendtinua: Maaee eS ie 
vest- The Louisville & Nashville is report- Air Cargo . ti ae Psi . ss — FR 
nent ed contemplating a $54,000,000 re- Research experts of the Air Trans- a 
‘a funding. There will be many others, port Association believe that post- Retail Trade 
33 mostly smaller. war air express and freight can be Thoughts of the probable early 
| r carried for a cost of about 5 cents a end of the war in Europe are not 
+2 Expansion ton-mile. This is less than has been yet making consumers more cautious 
13 Spiegel, on which this department generally anticipated——but still in spending policy. Latest weekly 
3 has commented favorably before, some five times the cost of railroad _ reports of department store business 
+2 reacted but little and quickly re- cargo. The business will be mainly in New York City showed it 20 per 
a bounded to a new recovery high. in goods of high value per pound cent above a year ago, which in turn 
. The company’s reestablishment of or in which fastest delivery is more _ had been 13 per cent above the same 
substantial earning power still lies ‘or less an emergency matter. week in 1942, 
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Kaiser’s Empire 
In one of the most interesting 
deals of the year, Samuel A. Perkins, 
80-year old Pacific Coast tycoon, 


“gave away a half-interest in his | 


Standard Gypsum Co. to Henry J. 
Kaiser. Mr. Perkins had lost his 
only son and wanted the gypsum 


business not only to be carried on. 


but expanded. He figured that was 
most likely under Kaiser and his bus- 
iness heirs, the latter including two 
sons. Thus Kaiser is now in sand, 
gravel, cement, gypsum, light metals, 
steel and machinery, not to mention 
shipbuilding. And he has been look- 
ing into various other posibilities. 


FM Radio 
Within 18 months after the war, 
5,000,000 FM (frequency modula- 
tion) radio receivers will have been 
bought by the public, with some 
sets priced as low as $60, says H. A. 


Crossland of General Electric. In 5 - 


years after the war, ha adds, 20,000,- 
000 such sets will have been produc- 
ed. This implies a majority of pre- 
sent home receivers will be junked. 


Shortage 

For consumers, life these days is 
one shortage after another—none 
of any real importance when one 
stops to think about it. The latest 
is the not so lowly cigarette. De- 
mand is almost fantastic, what with 
increased national income and the 
mental strains of service men and 
civilians making more chain smok 
ers than ever before. 
duction side, there are shortage of 
labor and containers. Leaf tobacco 
inventories remain substantial, as 
usual, but are gradually shrinking 
as leaf growing is far under current 
consumption rate. -OPA and WFA 
are being urged to raise, respective- 
ly, leaf price ceilings and authorized 
acreage planted to tobacco. 


-Family Companies 

Under the present taxes affecting 
estates, fewer and fewer entrépre- 
neurs find it expedient to leave all 
their eggs in the one basket re- 
presented by large “family’ ’enter- 
prises. Over the past decade or so, 
quite a few of them have let the 
public “come in” through sales of 
blocks of family-owned stock with- 
out any previous market, even over- 
the-counter.. A recent such deal was 
public offering of 36,218 preferred 
shares and 77,250 common shares 
of Johnson & Johnson, famous mak- 
ers of surgica dressing and other 
medical aids, 


On the pro- - 


Speaking of Latex 
And, by the ‘way the two-way 
stretch for ladies’ girdles, the belt 
band of ladies’ and men’s under- 


wear, the helder-upper (without 


garters) of one’s socks and many 
other good uses will be back in the 
market not later than coming Jan- 
uary. The last of the war-time under- 
wear—without elastic—wil]l prob- 
ably go at fire-sale prices but not 
until elastic is about due for deli- 
very. For the present, retailers 
can’t get enough of any kind to meet 
the demand. 





SHOWING DECLINES IN . 
SECOND QUARTER EARNINGS 


1944 1943 
Eaton Mfg. $141 $1.51 
Checker Cab at 87 
Climax Moly’num 67 97 
General ‘Foods 37 AS 
Superior Steel Bt 69 1.80 
Sharon Steel 17 1.05 
Union Carbide 98 1.04 
Acme Steel 1.33 1.55 
Plymouth Oil 00 53 
Wrigley 82 95 


Youngs. Sheet & Tube 95 1.22 


Declines in Half-year 


Earnings-Reports 
Corn Products 96 1.24 
Con. Steel Cast. (p) 5.56 17.06 
Hercules Powder 1.46 1.86 
Erie R. R. 84 1.89 
C. & O. Rwy. 1.80 1.92 
Howe Sound Co. . 94 1.67 
Magma 69 89 
Bayuk Cigars 1.61 1.81 
Mathieson Alkali 60 75 
Union Pacific 6.95 10.24 


(p) on Preferred Stock 











Exceptions 
Railroad earnings on the whole 
are well down from a year ago, due 
to higher costs and exhaustion of 
earlier excess profits tax credits in 
some cases. An exception is Dela- 
ware & Hudson whose May net in- 


‘come of $385,364 was moderately 


higher than $353,551 figure of May, 
1943; and whose total for first five 
months of the year was $2,493,286, 
against $1,823,808 a year ago. A 
reverse exception is Erie, which— 
contrary to general experience—had 
a net loss in June. But this was non- 
recurring, due to payment of back 
taxes to the State of New Jersey fol- 
lowing recent adverse court decision. 
It is expected that the $1 Erie divi- 
dend will continue, with fair cover- 
age for the year. 
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The Jeep 

The only weapon of this war th 
any considerable number of civilia 
yearn to own is the Jeep. It hard 
has as big a post-war market, ho 
ever as some romanticists have opiy 
ed. For farm use as tractor, it co 
sumes 50 per cent more gasolin 
than a comparable tractor. Used 
a truck, its capacity is small. It } | 
a low ground clearance, high minjgtendec 
mum speed, non-adjustable width @the la 
tread. As a vehicle to ride in, it §kay In 
very hard on one’s posterior angat 14¢ 
spine—like a motorcycle. Even sglllino 
there will be civilian uses for a goog points 
ly number of them. What the Jeeg while 
and ex-Ford man Sorensen may dg Brisb: 
for Willys-Overland is a matter ofthe m 


































interesting conjecture, as we lavg Centr 
seen in the stock market in receng lowin 
weeks—but let us not fail to empha but 1 
size that word conjecture. If thergheld | 
is money in post-war Jeeps, Willy@ while 
Overland will not be the only ong lower 
making then or similar vehicles. | 
it is more or less regular type carg PHIL 
that production wizard Sorensen if A fin: 
aiming at, plenty of others will als zation 
be making those. been 
Distr 
Research wes 
The rubber. manrfufadturers arg expe: 
“going to town” on plastics. Good sumr 
rich has large ambitions for itg of tl 
family of “Geons,” the name being State 
adopted from the Greek word fog from 
earth as these plastics are madg tion 
from coke, limestone and salt. Che§ recei 
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mically, they are like Goodrich’ 
Koroseal, but will be sold to othe 
concerns in the plastics field fo 
fabrication. These plastics resist ac 
tion of flame, of most chemicals. o 
boiling water; and don’t swell in oi 
They can be rigid or elastic and fle 
ible. Emulsified in water, they mak 
a true latex. They can be mouldet 
or formed into tubes or rolled int 
thin, tough, transparent sheets. Con 
sumer uses—from garden hose t 
umbrellas—are too numerous to lis 
here. 
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Landing Craft 
Low-draft, high-speed war lan¢ 
ing boats will “invade” out Gres 
Lakes and rivers and canal shippin 















lanes after the war, according t hod 
some expectations, and may lowe§ of ] 
transportation costs of many pro 

ducts. It seems that for the rai HU 
roads, competitive news is nearly 3 ner 


ways bad news. 
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1. It hJMARKET TRENDS: Declines have been further ex- 
gh mingtended recently, the Dow-Jones bond averages showing 
width @the largest loss in second grade rails. Commercial Mac- 
in, it @kay Income Debentures lost 15 points in one week to sell 
ior angat 140. This is 22 points below the year’s high of 162. 







































Even sq Illinois Central Refunding 4s of 1944 sold at 7714 or 714 
r a goog points below the year’s high and off 5 points in one week, 
the Jeeg while the Missouri Pacific issues were weak generally. 
may dg Brisbane 5s of 1957 sold at a new 1944 high of 9934. For 
atter @fthe most part, South American governments were lower. 
ve lavgCentral New York Power 33(’s of 1962 lost a point fol- 
1 recemf lowing announcement of the company’s refunding plan 
emph@ but lower coupon utility liens selling below call prices 
If thenmfheld firm in quiet dealings. Municipals continued firm 
Willy@ while U. S. Governments were unchanged to nominally 
nly ong lower. 
cles. | 
pe cam PHILADELPHIA & READING PLAN CONFIRMED: 
onsen if A final decree confirming the amended plan of reorgani- 
vill als zation of the Philadelphia & Reading Coal & Iron Co. has 
been handed down by Judge Kirkpatrick of the Federal 
District Court after more than seven years of litigation. 
Attorneys for the company and the four major bond- 
holders’ committees who sponsored the plan stated they 
“rs arg expected to have the reorganization of the company con- 
Good summated before January 1, 1945. The company is one 
for itg of the largest producers of anthracite in the United 
e being States. It is planned to reduce the original capitalization 
ord fog from $61,527,700 to $11,346,550. Under the reorganiza- 
; mad@ tion plan, holders of the refunding mortgage bonds will 
lt. Chef receive $462 for each $1000 they invested, while deben- 













drich@ tures owners will get $213.50 for each $1,000. Capital 
> otheg stock issued for $8,000,000 is wiped out because assets 
2ld fog were insufficient to give holders any equity in the com- 
sist aj pany’s properties. Refunding holders will receive $165 
cals. of in cash, $270 in new 5% 20-year income bonds and 27 
| in oilf shares of new $1.00 per common stock, while debenture 
id flex§ holders will get $76 in cash, $125 in new income bonds 
y mak@ and 1214 common shares. 

oulde 

od int@ REPUBLIC OF GUATEMALA: Holders of Republic of 
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Guatemala, debt of 1927, 8% bonds due May 1, 1938, 
have been notified that the Schroder Trust Co., as suc- 
cessor financial agent, has received funds to redeem all 
outstanding bonds at par and to pay in full all interest 
arrears, together with accrued interest from May 1, 1944, 


to June 30, 1944. 











- land CHICAGO & NORTHWESTERN RY. TO PAY PRE- 
Greaj FERRED ARREARS: A dividend of $15 on the preferred 
ippir stock, representing accumulations for 1941, 1942 and 





1943 has been declared payable September 1st to stock- 
holders of record August 11th from income available as 
of December 31, 1943. 
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e raij HUYLER'S $2 CUMULATIVE 1ST PREFERRED: This 
rly : company’s preferred stock was recommended at 2234 as a 





speculation in this column on May 27, 1944. It has since 
moved up to above 29 and, as it is not a seasoned 
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Opportunities for Income and Appreciation 
in Bonds and Preferred Stocks 


BY JACKSON D. 


NORWOOD 





preferred issue, we would accept profits in same. For 
readers desiring to reinvest funds for appreciation of 
principal, we would suggest Buffalo, Niagara & Eastern 
Power Corporation $1.60 preferred stock presently re- 
viewed in this column. 


FINLAND BONDS: The New York Stock Exchange 
and the New York Curb Exchange have suspended trad- 
ing in Finnish securities. The S. E. C. has notified both 
of these exchanges and the National Association of Secu- 
rities Dealers, Inc., requesting that all brokers and deal- 
ers refrain from effecting transactions in such securities, 
whether by way of closing and consummating open con- 
tracts or otherwise, without first securing S. E. C. ap- 
proval. 


BUFFALO, NIAGARA & EASTERN POWER CORP. 
$1.60 PREFERRED STOCK: This company was incor- 
porated in New York as a holding company with author- 
ity to manufacture and distribute electricity in New York 
State. It controls directly or indirectly the following 
companies which are 100% controlled: Buffalo Niagara 
Electric Corporation, Lockport & Newfane Power & 
Water Supply Company, Niagara Falls Power Company 
and Niagara Lockport & Ontario Power Company. It is 
a sub-holding company in the Niagara Falls Power sys- 
tem. 

The $1.60 cumulative preferred stock, par value $25, 
has second preference as to cumulative dividends at the 
rate of $1.60 annually. As of July 1, 1944, dividend was 
in arrears in the amount of $3.20. Earnings amounted to 
$1.75 per share in 1943 as compared with $1.60 in 1942. 
For the twelve months ending March 31, 1944, earnings 
were $1.65, per share. The stock is callable at $26.25 per 
share. On March goth, New York State Public Service 
Commission denied Niagara Hudson System’s petition 
for re-consideration of Commission’s refusal to permit 
merger of six of the system’s operating utilities and hold- 
ing companies into a single operating unit. It held that 
company had not modified their plan or offered to sub- 
mit greater evidence that would justify reopening of pro- 
ceedings. The plan involves Niagara Hudson Power 
Corporation and Buffalo Niagara-Eastern Power Corpo- 
ration, besides several operat- (Please turn to page 484) 

















RECENT BONDS AND PREFERRED STOCKS CALLED 
FOR REDEMPTION 
Amount Call Redemption 

Bonds Company Called Price Date 
Simpsons Ltd. 1st A" 3'4s 1944........... Entire issue 101 August 15 
Simpsons Ltd. 1st “A” 414s 1951........... Entire issue 102 August 15 
Central New York Power 334s 1962......... $3,364,000 105 Sept. 1 
Texas Pacific-Mo. Pac. Term. (N.O.) 514s 1964. Entire issue 10714 Sept. 1 
Celotex Corp, 334s Deb. 1955...........005 $116,000 102'5 August 11 
St. Joseph Ry. Light H. & P. Co. 444s 1947.. $115,000 100 August 1 
Texas Telephone 1st 4s 1960. .............. Entire issue 104 August 23 
Lambert-Inc. 5s due 1938-1957............. Entire issue 102 Sept. 1 
PREFERRED STOCKS 
Derby Oil 3 Refining Co. $4 Preferred....... Entire issue 60(a) Nov. 15 

(a)—Plus $19.50 in accrued dividends. 
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ANOTHER LOOK AT— 


SIMMONS ...... FOOD MACHINERY ...... HOLLAND FURNACE 


WHEELING STEEL .. DOEHLER DIE CASTING . . LIBBEY-OWENS-FORD 


BY HENRY 


Simmons Co. 


Simmons common during recent advancing markets was 
carried to a high of 3334, some 35% above the year’s low 
of 245% and considerably outdoing last year’s high of 28, 
at the same time topping the 1939 peak of 3234. Since 
then, the price dropped back to around 2934, a reaction 
of some 10% and fairly closely paralleling the movement 
of our broad market average. Being essentially a peace 
stock, this price movement typifies the character of recent 
markets in which peace and war stocks alike met selling 
pressure following their protracted advance. It is no 
reflection on the company’s potentials which indubitably 
remain high. Had the market’s technical position been 
sounder, the stock conceivably might have received a 
fillip from latest trade estimates which perhaps somewhat 
optimistically put deferred demand for bedding and beds 
as high as $1 billion with prospects particularly promis- 
ing in the high quality field where Simmons is a leader. 

In due time, this potential, whatever it may be in ac- 
tual dollars and cents value, should find renewed market 
expression since it is difficult to believe that it has been 
fully discounted by current prices, even the recent highs. 
Meanwhile, barring an early reconversion start later in 
the year, 1944 earnings should hold fairly close to last 
year’s. Despite some relaxation in the use of steel and 
other materials, regular output, because of the labor 
shortage, can hardly increase importantly. On the other 
hand, volume of war production which last year came 
to about half of total output, is not likely to gain and 
may decline, being subject to cutbacks and other uncer- 
tainties. Nearby production potentials thus appear vir- 
tually frozen around existing levels; any possible drop 
in taxable profits should however be substantially offset 
by tax carry-back credits. The $1 dividend will probably 
continue. 

The company’s financial position is 
sound and extremely liquid with cash 
assets of $9.12 million materially above 
current liabilities of $5.86 million. Net 
current assets of $20.74 million appear 
adequate even for greatly expanded post- 
war operations. While the stock may 
not duplicate its 1937 high of 58, it is 
well worth holding. 


Food Machinery Corp. 


This stock, likewise favored for its 
post-war potentials, fared about average 
during recent markets, declining to 
around 60 or about 10 percent from its 
1944 high of 6614. Previous peak price 
was 58 in 1937. Current business is un- 
usually good and earnings in the fiscal 
vear to end September 30, 1944 are ex- 
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pected to exceed materially the $5.02 (before contract 
negotiation) netted in the preceding period. Unfilled 
orders are huge and with plant capacity expanded, ship. 
ments of war materials will more than double this year. 
Company recently obtained another Government order 
which will carry it through 1945, barring cancellations. 

As to post-war business, Food Machinery is a leader in 
its field, making among other things an extensive line of 
machinery used in fruit and vegetable handling and 
packing. Even now, civilian business is making very 
favorable comparison with pre-war years. Other lines of 
activity include an automobile brake testing device, a line 
of pumps, box-nailing machinery and a chemical process 
for removing dust from coal. Conscious of excellent post- 
war potentials, the company is increasing its engineering 
staff and making aggressive plans for the future, involving 
increased expenditures for the development of equip- 
ment for post-war manufacture. 

All this justifies the conclusion that post-war earning 
power will probably exceed materially the pre-war aver- 
age of about $3.40 per share, presaging at least continu- 
ance of the present divdend rate of $1.75. On that basis, 
dividend yield would be little better than 4% at current 
market price, but may of course work out higher. Despite 
present advanced quotations, the stock continues to have 
attraction and should be worth holding though new com- 
mitments at present levels are hardly advisable. 


Holland Furnace 


The moderate reaction of this stock from the year’s 
high, from 4554 to 431%, clearly reflects the optimistic 
appraisal of the longer range outlook of this leading 
maker of heating and air conditioning equipment. The 
prospective building boom is expected to provide the 
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spark for high level post-war business, together with a 
large volume of replacement demand which has always 
been a substantial source of earnings. However, while 
further market potentials no doubt exist, a goodly part of 
future prospects appears to have been discounted by cur- 
rent prices. The company operates in a highly competi- 
tive field and while growth prospects are outstanding 
especially in air conditioning, profit margins may be rela- 
tively narow. Since mid-May, the stock advanced from 
3814 to a temporary peak of 4554 which compares with 
the 1939 high of 51 when business volume and earnings 
were unusually good, reflecting heavy precautionary de- 
mand in anticipation of impending war restrictions. 
Here, again, a really resounding boom in building will 
indubitably create further market possibilities, but for 
the time being, the stock appears adequately priced at 
current levels. Finances are strong with cash alone far in 
excess of current liabilities. The relatively small common 
stock issue of 450,442 shares should permit ready transla- 
tion of earnings into dividends which in the past were 
quite good. 


Wheeling Steel 


The company’s close tie with consumer goods indus- 
tries, aS an important supplier of the container, building 
and automotive industries, is frequently mentioned as the 
main basis for good post-war potentials. Without ques- 
tion, it is an interesting point deserving speculative at- 
tention. So far this year, the stock has done well, rising 
from a low of 2014 to a high of 3214, and currently sells 
around 297%. Pre-war earnings were volatile and divi- 
dends infrequent but those partial to the stock foresee, 
at least for some time after the war, somewhat greater sta- 
bility of earnings and on the whole quite satisfactory 
earning power. 

As most other steel companies, Wheeling has 
improved its financial position and built up its 
plant. With post-war farm income likely to be 
high and with consumers needing all sorts of steel 
goods, the company by virtue of its type of output 
should do well. About three-fourths of production 
consists normally of sheets, strip and tin plate, the 
remainder largely of pipe and wire products, in 
other words steel products which should be in par- 
ticularly heavy demand after the war. 

Against this, there are some disadvantages. 
Plants are not particularly well located as to con- 
sumer markets and scrap supplies, and they have 
the reputation of not being among the topnotch 
of the industry. The common has relatively heavy 
charges for funded debt and preferred dividends 
ahead of it. All of this makes the stock inherently 
speculative. Market opinion, as expressed by price 
movements, veers to the idea that the advan- 
tages, at least in the more immediate post-war 
period, will outweigh the disadvantages and on 
sober appraisal, we are inclined to agree with that 
view. We believe that stock is not overvalued. 


Doehler Die Casting 


Long one of our favorites, Doehler Die Casting 
has been living up to expectations. During the re- 
cent market advance, the stock rose to 451, only a 
trifle below the all-time high of 4534 in 1937, but 
the subsequent corrective phase of the market car- 
ried it back to 4114. At times, interest in the stock 
was high. Apart from generally admitted excellent 
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post-war prospects, there has been some merger talk and 
at one time Commercial Investment Trust was reported 
to be interested in acquisition of the company. This pro- 
posal at present is inactive; officially it is said to have 
been postponed. Sporadic merger rumors involving vari- 
ous companies keep making the rounds, however, but so 
far nothing of a concrete nature has come to light. 

In the event of any merger or acquisition, there is 
little doubt that the company could command a hand- 
some price, thanks to its leading position in the field of 
die casting, greatly stimulated by the war. Also, the com- 
pany is well able to go it alone; future potentials are re- 
garded excellent and finances are fully adequate. Con- 
sidering all potentialities, the current price, while no 
longer low, should by no means represent the top for 
the present bull market phase. Over the next few weeks 
or months, the stock may well be had cheaper but even- 
tually it would not surprise us to see higher levels. 


Libbey-Owens-Ford 


‘This stock has been acting well in recent markets, both 
in advancing and reactionary phases. The former carried 
the price up to 5314, the latter back to about 5014, as 
this is written. In other words, the line of least resistance 
seems to be upwards. The company’s prospects appear tu 
justify this fully. Longer term potentials are excellent, 
resting primarily in expected large post-war sales to the 
automotive and building industries, both of which antic- 
ipate a sizable boom. Constant increase in miscellaneous 
glass products sales and expansion in other fields such as 
plastics and prefabricated housing virtually assure new 
sales peaks after the war. This outlook finds expression 
in the small dividend yield (about 3%) but price-earn- 
ings ratio of 12/1, on basis of estimated 1944 earnings of 
$4 per share, is certainly not (Please turn to page 482) 
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The Personal Service Department of THE MaGazine oF WALL STREET will 
answer by mail or telegram, a reasonable number of inquiries on any listed 
securities in which you may be interested or on the standing and reliability 
of your broker. This service in conjunction with your subscription should 
represent thousands of dollars in value to you. It is subject only to the fol- 


lowing conditions: 


1. Give all necessary facts, but be brief. 


2. Confine your requests to three listed securities. 


3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. If not now a paid subscriber use coupon elsewhere in this issue and send 
check at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





Webster Eisenlohr a Buy? 


W ould like to buy 100 shares W ebster- 
Eisenlohr. Would you advise the pur- 
chase? Please let me have some informa- 
tion on the company.—LJC, River Edge, 
NW... 

Since the recent announcement 
that Webster Eisenlohr preferred 
had declared a dividend of $64.75, to 
eliminate all arrears, there have been 
many inquiries as to the speculative 
merits of both preferred and com- 
mon. In the year 1943, net profits in- 
creased to $508,137 as compared with 
$235,752 in 1942 or $1.40 per com- 
mon share in 1943 and 4g cents in 
1942. The report carries the state- 
ment that since sales to the armed 
forces were less than $500,000 the 
company feels it is not subject to 
renegotiation on its war contracts 
and also that no provision was need- 
ed for excess profits taxes. 

The shares of this company repre- 
sent an extreme example of valua- 
tion on an emotional basis rather 
than by accepted research. In the 
1929 boom, these shares reached the 
fantastic price of 11334 and subse- 
quently reacted to 25 cents per share 
in the big crash. The company owns 
or rents factories where it produces 
a number of moderate priced cigars 
including Girard, Webster and 
Cinco among others, annual capacity 
being about 250,000,000 cigars. Op- 
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erations show a deficit in 1936 
through 1939 and while earnings 
were reported at 30 cents in 1940, 39 
cents in 1941, and 4g cents in 1942, 
net earnings as reported would have 
been virtually extinguished if con- 
sidered after allowing for deprecia- 
tion and amortization. With these 
figures in mind, if we make a proper 
allowance for depreciation and 
amortization, earnings of $1.40 for 
1943 would probably be nearer to 
$1.00 per share, so that in view of 
past history it would be prudent to 
accept the shares as being amply 
priced. It is also interesting to note 
that in 1938, 1941 and 1942, the 
stock sold under 2, while the highest 
prices in that period was 474 com- 
pared with a 1943-1944 range of 874 
high and 214 low. 


Consolidated Textile 


“Please advise me about Consolidated 
Textile. I hold some debentures also a 
block of common stock. The company is 
asking us to convert into common stock, 
they are calling debentures. Is it wise 
to do this or would you sell the whole 
mess.” —J.A.M., New York, N. Y. 

Within the last two years or so, 
Consolidated Textile Company has 
improved its position materially. 
The elimination of bonded debt 
through retirement of the out- 
standing debentures will leave the 
company with only common stock 


THE 


outstanding. The basis of conve 
sion is goo shares of common fo 
each $1000 face value of bonds 
which means that if all of the 
bonds agree to conversion, the to 
tal common outstanding will be 
about 709,000 shares, as agains! 
280,146 shares before any of the 
bonds were converted. 

This company was incorporated 
in 1938 as successor in reorganiza 


tion to the former Consolidated 
Textile Corporation which had 
found it necessary to go into re 


ceivership. Holders of bonds in 
the original company received $500 
on the 5% debenture bonds and 
100 shares of common for each 
$1000 bond. Business is the manu- 
facture, finishing of and dealing in 
cotton textiles. We believe it 
would only be fair to point out 
that since this upward trend of 
profit has been’ primarily since 
1940, the success of operation must 
in a large measure be attributed to 
the war, 
We might also point out that 
earnings per share can _ decline 
sharply even though gross _ profits 
increase, because so much more of 
the common shares are to be issued. 
The latest figures available for 
comparison show earnings of 68 
cents per share for the six months 
ending February 26, 1944, as com- 
pared with 76 cents for the six 
months ending February 27, 1943; 
even though net earnings in the 
former case were $277,120 against 
$214,173 in the latter, the reason 
being that some of the bonds have 
been converted into common stock 
so that 405,828 shares of common 
were outstanding compared with 
280,146 shares in the previous year. 
If we take the six months earnings 
to February 1944 as a basis for com- 
putation and assume that earnings 
for the next six months will be the 
same, we will have earnings of 
$454,000 for twelve months. How- 
ever, if all the bonds are converted 
so that we have 709,000 shares of 
(Please turn to page 484) 
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CONCLUSIONS 
70 
MONEY AND CREDIT—Owing to 
vast war time expenditures abroad by 
60 England and the U. S., many other 
nations have accumulated such large 
TOTAL LOANS AND reserves of gold and sterling and dol- 
secsiinliansitaill stew. lar exchange that the need for post- 
50 war reconstruction loans may be much 
less than now expected. England first, 
” / and Russia second, will be the chief 
conver < applicants for credit. 
mon fo a INVESTMENT IN, Fie 
t bonds . iltabiemniies Ta rw \ TRADE—Department store sales in 
: the 3 ee i \. week ended July 15 were 14% above 
the tol i 30-5 — last year, against increases of 11% 
will be sf sail for four weeks and 7%, for the year to 
against " date. 
at the 20 : —_—_. uote 
um. INDUSTRY—Corporate cash divi- 
‘porated | me dends paid in six months were 3.4% 
date a ahead of first half of last year. 
olidatedf | 10 din i, 
h hae | mn TOTAL LOANS! le ae baad COMMODITIES — Government sup- 
nto ref | COMMERCIAL LOANS port narrows price fluctuations. Both 
nds inf | P BRR ee ease political parties pledged to support 
od $5o0f | JFMAMJJASOND tarm prices, for several years at least. 
ds and | 1943 1944 
r eacht | 
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pein: 
Peres Owing mainly ae: sharp a — 
ments, per capita business activity recede 
| thaif fractionally during the past fortnight to the BUSINESS ACTIVITY 
lecline} lowest level since the second week of May. On — reat ~— 
profits the cther hand, despite reports of slowly de- iit 
jre off lining civilian employment, department 
ssued| store sales in the week ended July 15 were “ai itl 
> for} '4% above the like period last year, compared Cad 
af 68} With gains of only 11% for four weeks and 7%, ne o44 
‘onths| for Hie year to date. eas 
k ok 
com- 125 
e six Corporate cash dividends reported paid | | 









1943,, in June amounted to $444.4 million compared 
the} with $415.7 million in June, 1943. This makes a 
rainst} 8ix months’ total of $1,636 million, against only 
: $1,583 million in the first six months of last year 
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ae —an increase of 3.4%. 
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imon Fifth War Loan Sales have already 


with} reached $19 billion and will probably top $20 
year. billion, compared with a $16 billion goal, by 
Ling the time subscriptions to E, F and G bonds can 

































com- be tabulated for the closing week of July. 

lings * * * 

> the In an earlier issue this year, circumstantial 90 7, 

sof evidence was presented to support the thesis 4939 

Low- that smaller concerns have made more money 85 ht i 

rted during the war than the larger corporations. ee" 

s of This conclusion is supported by a tabulation 80 A Se Ue ee ee 





JI FMAMJ JASON D 





appearing in the Federal Reserve Bulletin for 








— (Please turn to the following page} 
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Inflation Faetors 
Latest Previous re- 
Wkor Wk. or Year Pearl PRESENT POSITION AND OUTLOOK BUSI 
Date Month Month © = Harbor (NW 
; ae 
PEDERAL WAR SPENDING (¢#) $b July 19 171 1.57 1.66 0.43 (Continued from page 473) a 
Cumulative from Mid-1940... July 19 204.2 202.5 120.7 14,3 N 
July in which comparative increases in Profits " 
for large and small companies between 1949 and If] CAR 
PEDERAL GROSS DEBT—Sb ht aa 206.3 140.4 55.2 1943 are shown for eight industrial Sroups. The = 
tee ee compilation covers 228 large companies with - 
MONEY SUPPLY—sp assets above $10 million, and 234 small companies Gr. 
Demand Deposits—i 0) Cities.......... July 19 32.9 325 33.4 24.3 | with assets under $10 million of which 102 were ——— 
ency in Circulation...” July 19 2250205 17.7 107 | under $1 million, ELEC 
eee OF' 
a ————— * sd * = 
BARE DEBITS—13.Week Avge. ie, ‘ - iad Increases in Profit for the three-year Period, by Sto 
New York City— $b. ay i 5.68 6? 07 y industrial groups were: Food—large companies 
: ; : A R 
00 er Cities—$b ebb TTT TTT July 19 7. 7 7 72 6.94 5 57 Ly AS small companies 59%; Textiles—large 27. — 
small 109%; Chemicals—large 14% decrease, Ga 
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Trend of Commodities 


While the B. A. E's. monthly index of Prices Received 
by Farmers has moved within a narrow range, close to the 
war-time high, during the past twelve months, the CCC 
of recent weeks has been playing a cat and mouse game 
with traders—permitting prices to drop sharply for a few 
days and then rushing in with support buying that wipes 
out the decline. A perfect example of how the trick works 
was witnessed during the past fortnight when prices 
dropped following news of the attempt upon Hitler's life 
and then promptly recovered the loss. Since Democrats 
and Republicans alike are pledged to pour out billions if 
necessary to support farm prices, for several years at least, 
short selling “a agricultural staples is not thely to prove 


profitable for any but the nimble and reckless. Can it be 
that the CCC is trying to convince traders that it 
always safe to buy on dips and risky to sell on bulges? 
We would not bank too much on this; for the Government 
has also learned a few trading tricks. Government officials 
predict that all the reserves now held for the military 
services and lend-lease will be needed to feed the people 
of liberated Europe, and that food rationing at home is 
more likely to be tightened than eased in coming months, 
A welcome exception in the near future may be sugar, 
Frozen food processors and canners, upon agreeing to pay 
farmers the federally-set support price for raw produce, 
will in turn be guaranteed a price floor. 
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U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices — August, 1939, equals 100 


Date 2 Wk. | Mo.3 Mo. 6 Mo. I Yr. Dec. 6 
July 22 Ago Ago Ago Ago Ago 194I 
182.3 182.3 182.3 180.7 179.4 176.3 156.9 
168.4 168.4 168.4 168.2 167.6 167.7 157.5 
191.9 191.8 191.9 189.3 187.4 182.1 156.6 


28 Basic Commodities __.. 
11 Import Commodities .... 
17 Domestic Commodities 





COMMODITY FUTURES INDEX 
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DOW JONES 
COMMODITIES INDEX 
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Average 1924-26 equal 100 


1944 1943 1942 1941 1939 1938 1937 


High . 98.13 96.55 88.88 84.60 64.67 54.95 82.44 
low 94.54 88.45 83.61 55.45 46.50 45.03 52.03 
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Date 2 Wk. | Mo. 3 Mo. 6 Mo. I Yr. Dec. 6 
July 22 Ago Ago Ago Ago Ago 194! 
223.9 224.4 223.3 222.3 219.7 209.7 163.9 
207.9 207.6 207.2 207.2 206.9 199.8 169.2 
165.1 165.1 165.5 162.9 161.1 160.4 148.2 


7 Domestic Agricultural... 
I2hoedstule: 2. 
16 Raw Industrials 
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MOODY’S INVESTORS 
SERVICE INDEX 














230 | | | 
AAR SENDERS ANANSI 5. | 
15 Commodities, December 31, 1931, equal 100 


Copyright by Moody's Investor Service 
1944 1943 1942 1941 1939 








1938 


; 1937 
Jl) | eee Ra. 251.5 249.8 239.0 219.0 172.3 152.9 228.1 
Low ane 247.0 240.3 220.0 171.6 138.4 130.1 144.6 
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Growth Companies 





(Continued from page 447) 


Bristol-Myers is also interested in 
vitamins but its main business is in 
other drugs and cosmetics. This 
company has made strong progress 
over the past 10 years. Milk has 
been increasingly used as a raw ma- 
terial for the production of chemi- 
cals ranging from drugs to synthetic 
fibers and plastics; thus the chemical 
departments of the dairy firms be- 
come of ever increasing importance. 
Our list of growth companies in- 
cludes Beatrice Creamery, the third 
largest producer of dairy products 
but showing a relatively rapid ex- 
pansion in sales and pre-tax earn- 
ings. 

Very few industries have expanded 
as quickly as the natural gas industry 
since improvements in the technique 
of pipe line construction achieved 
during the ‘twenties made it possible 
to transport natural gas over long 
distances. As a representative of this 
industry, Panhandle Eastern Pipe is 
included in our list; its sales have 
risen from 27 billion cubic feet of 
natural gas in 1936 to 86 billion in 
1943 and will probably amount to 
120 billion in the current year. The 
balance sheet valuation of its plants 
has almost doubled between 1937 
and 1943. 

Another industry where the rapid 
progress of recent years may be only 
the beginning of still greater strides 
is plywood. US Plywood Corporation 
holds a leading position. The Ma- 
sonite Corporation has _ recently 
drawn a great deal of attention by 
investors, partly because of the in- 
creasing popularity of its hardboard 
products and other building mate- 
rials and partly because it owns ex- 
tensive property in Mississippi 
situated near proven oil lands. The 
Square D Company produces a wide- 
ly diversified line of electrical con- 
trol devices; it also acquired a pro- 
ducer of lenses and prisms some time 
ago. Lee Rubber & Tire Corpora- 
tion has been chosen because of the 
widening use of mechanical rubber 
goods which the company produces 
in addition to tires and tubes and 
because of its superior growth trend 
within this growth industry. The 
Minneapolis - Honeywell Regulator 
Company has raised its sales volume 
from $6,000,000 in 1929 to $16,000,- 
ooo in 1937 and to more than $68,- 
000,000 in 1943; the automatic heat- 
regulating and temperature-control- 
ing devices produced by this com- 
pany can expect still wider markets 
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during the coming post-war period. 

Montgomery Ward, the second 
largest mail order house and an im- 
portant retail distributor, very likely 
will resume the sales uptrend inter- 
rupted by war influences in 1943- 

The increasing use of paper con- 
tainers in the food industry gives 
Sutherland Paper the character of a 
growth stock, particularly as the 
company is very active in introducing 
new lines. The Greyhound Corpo- 
ration is likely to resume its pre-war 
expansion once war-time handicaps 
have been eliminated. 

Columbia Broadcasting has set 
the pace in a growth industry and 
further long-term progress seems 
likely. However, mere relief from 
excess profits tax would lift per share 
net sharply. 

The growth factors in Canada Dry, 
Decca Records and United Drug 
center in managerial aggressiveness 
and ingenuity. There is no dynamic 
expansion trend in the fields in 
which they operate, though all have 
the stimulus of high war-time con- 
sumer buying power. 





Early Peace Potentials 





(Continued from page 442) 
tions. The figure for inventory ex- 
pansion looks reasonable, but does 
not loom large in the general pic- 
ture painted; and neither does al- 
lowance for net export surplus of $2 
billon in private trade, which, how- 
ever, is obviously quite conjectural. 

On the basis of the above projec- 
tions from the Federal Reserve study, 
we can only repeat that it is open to 
question whether the “catching up” 
boom can even temporarily employ 
11,000,000 tO 12,000,000 more per- 
sons than were gainfully occupied in 
1940. And the accumulated incre- 
ment of deferred consumer demand, 
denied during the war, will in due 
time be made up. It could probably 
be made up in almost everything 
save automobiles and housing in a 
couple of active years. 

It is thus quite possible, since em- 
ployment needs will dominate na- 
tional policy, that a full-employment 
volume of goods and services may re- 
quire governmental particpation in 
much greater extent than the $30 
billions a year allowed for by the 
Reserve Board economists, which 
means that retreat from employ- 
ment-sustaining Federal expenditure 
during the post-war boom would be 
but partial and temporary. 

There is much debate going on as 
to whether we can expect price infla- 
tion or price deflation after the war. 


NOTE—From time to time, in this 
space, there will appear an article 
which we hope will be of interest to 
our fellow Americans. This is number 
twenty of a series. 

SCHENLEY BISTILLERS CORP., NEW YORK 





The Mail Bag 





For some weeks this series of 
articles has appeared from time to 
time in your newspaper. We felt 
that since ours is a product that 
enjoys nation-wide distribution, 
many of those who continually buy 
our brands, might be interested in 
a type of advertising that is quite 
off the beaten road. 


Well, we have had a good average 
thus far (knock wood), and we are 
leading up to something. Hundreds 
of letters have come to us from our 
readers ... gratifying letters, most 
of them. But, in spite of our stud- 
ied efforts to avoid controversy, we 
do “come a cropper” once in a 
while. Whenever a fellow bursts out 
in print, he invites a rabbit punch 
on his occipital. So, we have re- 
ceived perhaps eight or ten highly- 
spiced, extremely pungent epistles— 
dressing us down unmercifully. All 
of these letters—happily in the 
minority—followed the story about 
our friend, the Judge, who said he 
resented the implication that he is a 
partaker of “intoxicants” just be- 
cause he enjoys a highball with his 
dinner. 


Well, you good people who don’t 
like us—we believe in minority opin- 
ions and minority rights. Just so long 
as we have divergent opinions in 
this country, openly and honestly ex- 
pressed . . . just so long are we 
balanced and safe. We wouldn’t 
have it any other way. If this writer 
were a Voltaire, he would put it this 
way, “I do not agree with what you 
say, but I will defend to the death 
your right to say it!” 


When a nation has only one ruling 
opinion—one dictatorial voice—then 
farewell to the civilization we, in 
America, are determined to retain. 
When only one voice dares speak, the 
people are no longer articulate .. . 
they speak only with a shrug of the 
shoulders .. . a bite of the lips ... 
a look in the eyes... 


We, in the Distilled Spirits In- 
dustry, are here because the “voice” 
of America, by an overwhelming 
majority at the polls, ten years 
ago, voted us in. We shudder to think 
of what would be going on today, if 
the conditions that prevailed during 
prohibition were still with us. Then 
we really would have a job on our 
hands. Gangsterism in our own coun- 
try and gangsterism abroad! 


MARK MERIT 
of SCHENLEY DIsTILLERS Corp. 


FREE—Send a postcard or letter to 
Schenley Distillers Corp., 350 Fifth 
Ave., N. Y. 1, N. Y. and you will re- 
ceive a booklet containing reprints of 
earlier articles on various subjects in 
this series. 
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A plausible and familar projection 
goes like this: There will be a gen- 
eral situation of scarcity in consumer 
goods for a year or eighteen months 
after defeat of Germany; available 
purchasing power and effective de- 
mand will tend to exceed supply; 
prices will rise unless effective Gov- 
ernment controls are kept in force 
and speculative price tendencies are 
nipped in the bud; and, finally, that 
within a couple of years after com- 
pleted reconversion, production will 
be large enough to turn the price 
trend downward. This view empha- 
sizes supply-demand factors and as- 
sumes—as does the writer—that there 
will not be any “flight from dollars.” 

It seems to the writer that such 
part of the above forecast as applies 
to the transitional period is over-gen- 
eralized. The price outlook for that 
period appears mixed. When the 
Army and Navy stop stuffing the 
warehouses to overflowing, some 
people are going to be surprised at 
how rapidly the supply of most “soft 
goods” will increase, and how 
quickly they will get more for their 
money in either lower prices or 
better quality or both. It seems prob- 
able that the supply-demand factors 
in the early peace period will make 
for lower, rather than higher, prices 
for foods, clothing, sundries and 
most consumer services. 

On the other hand, war-inflated 
wage costs—both in manufacturing 
finished products and underlying the 
prices of raw materials, semi-finished 
materials and parts—must necessarily 
mean that consumer durable goods 
not now in production will be much 
higher in price than before the war 
when they are marketed again. Esti- 
mates as to these increases in auto- 
mobiles and household apparatus 
range from 15 to 25 per cent. 

Important as is the field of con- 
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sumers’ durable goods, the great 
bulk of consumer spending is always 
outside of it. Therefore, these price 
increases will not of themselves make 
any major dent in over-all consumer 
purchasing power—though they will 
make many a consumer think twice 
about buying the first model auto- 
mobiles that are made if the old car 
can possibly be nudged along for an 
additonal time. Even so, demand will 
exceed supply for some time after 
production is resumed. However, be- 
yond the initial price revisions, it is 
hard to see why excessive demand 
and limited supply should lead to a 
continuing or progressive price infla- 
tion. These are mostly standardized, 
nationally advertised products carry- 
ing prices set by the manufacturers 
and observed by dealers—if they ex- 
pect to retain their “franchises”. In 
the writer’s view, they could be sold 
on a first come, first served basis 
without effective upward price pres- 
sure. If mecessary—or erroneously 
thought so by Washington — they 
could be rationed, for in their 
nature, rationing control is relatively 
simple. 

So far as consumer demand is con- 
cerned, it should be observed that 
much of the present huge national 
income is meaningless. Nationally, 
we shall begin before long to spend 
a larger proportion of total income, 
save a much reduced proportion. On 
normal spending-saving _ patterns, 
consumers could spend for goods and 
services as much out of a national 
income of $100 billions as they are 
doing now out of a national income 
of close to $150 billion. 

But there is a question of will to 
spend, as well as means to spend. 
We are headed for a period of 
sharply lower employment, of much 
shifting around in jobs, and of an 
increased feeling of job insecurity 
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on the part of a great many of théuyer. 
employed. That is not, in the writer Furthe 
view, a setting for a spending spregf most © 
by the general public nor for an infa this 2 
ventory-speculation spree by businesgyhere in 
men, regardless of how large thefails on 
liquid savings may be during thifeader 1s 
period. boom pr 
are dealt 
similarly 
Billions for Post-War Roadbinery c 
Building and Public Works }page 458 
appraisal 
covering 
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tractors and diesel engines makes a 
complete line on elevating graders}Boom — 
blade graders, road maintenance ma- 
chines and terracers. Normally, road 
machinery accounts for about 12% o! 
sales but directly and indirectly, road (Co 
building, maintenance and construc 
tion work, involving earth movingJing that 
are the largest sources of demand Jthe gene 
Chain Belt manufactures construc{stantiall 
tion machinery, conveyors and}1937 hi 
sewage treatment equipment, apart}safe pr¢ 
from other lines not related to the} buildin 
construction field. The former, how-} will be 
ever, should find wide use in post-} present 
war construction and_ sanitation}will be 
equipment in particular will be in}here th 
ready demand by many municipali-] groups. 
ties planning sewerage projects. Prud 

Chicago Pneumatic Tool Co.}purcha 
makes a line of compressors and} market 
rock drills, and other pneumatic }{ul sele 
tools used in construction work and tions it 
should be able to command its share J dividu: 
of available business. Moreover, ex- J accom] 
port potentials are excellent, with f ments. 
foreign sales normally accounting for 
40% of total volume. The greatly 
diversified activities of Gar Wood 
Industries include a road machinery 
division, producing various types of |} —— 











tractor attachments including level- | 
ers, scrapers, uprooters, snowplows. 

etc. Le ‘Tourneau, occupying a4} — 
primary trade position in its field, ( 


manufactures, sells and to some ex- 
tent rents earth moving machinery } plant 
and equipment including power con- | ern n 
trol units, scrapers, rooters, bull- Me 


dozers, angledozers, cranes, derricks } ested 
and other units used with tractor | mach 
power. These are employed by con- } is on 
tractors and others for practically all | inclu 
projects requiring the movement ol } press 
earth and in 1942, about 85°, of | the « 
sales consisted of heavy earth moving } show 


and allied equipment. The com- | aver 
pany’s potentialities in a post-war } In s 
construction boom are obvious. befo 

Last but not least, there is Inger- | pan 
soll-Rand, one of the leading makers | busi 
of capital goods whose products in- | grea 
clude air and gas compressors, rock }| whi 
drills, pneumatic tools and a broad | likh 
line of quarrying and tunneling ma- | bus! 
chinery. The heavy construction in- 
AU 











ustry, among others, has been and 
the future will be an important 
of the puyer. 
vriter§ Further data and statistical records 
5 Spregf most of the companies mentioned 
an infn this article will be found else- 
usinesfwhere in this issue. For further de- 
se thdails on cement companies, the 
g thifteader is referred to page 455 where 
boom prospects of building stocks 
___ fre dealt with in a special article. 
similarly, peace prospects of ma- 
Roadbninery companies are discussed on 
rks page 458 as part of our mid-year re- 
—— fppraisal and dividend forecast series 
1) covering all major industries. 
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2% of 
Toad 
struc 
Ving,ging that at some time after the war 
1andfthe general market average goes sub- 
strucfstantially higher—perhaps above the 
and§i937 high—it would seem a pretty 
apart}safe proposition to reason that the 
) thef building shares on a percentage basis 
how-}will be much further above their 
post-} present prices than automotive shares 
ition} will be: probably further up from 
e infhere than all consumer goods stock 
pali-} groups. 
Prudent policy, however, calls for 
Co.} purchases only in periods of general 
and} market reactions; and also for care- 
latic f{ul selectivity because of wide varia- 
and tions in status and quality of the in- 
hare J dividual companies covered in the 
 €X: accompanying tabulation and com- 
with f ments. 





(Continued from page 457 




















‘for 

atly . 

ood BUY WAR BONDS 
ery 

s of 

vel- “ 

hae Machinery and Tools 
ad 

pei (Continued from page 460) 


ery | plants will have to adopt more mod- 
on- | ern machinery. 

ull- | Mesta Machine Co. is also inter- 
cks | ested in steel mills as it makes rolling 
tor | machines for making ingots, but this 
on- | is only one of its activities. Others 
all | include gas and steam engines and 
of | presses. Mesta had small earnings in 
of | the early 1930s, but from 1934 on 
ng | showed good results. The ten year 
m- | average 1934-43 was over $3 a share. 
‘ar | In some years, net was well over $4 
before the war period. This com- 
er- | pany may experience some decline in 
rs | business after the war because of the 
in- | great amount of new rolling mills 
ck which have been erected and the 
id | liklihood that this part of the steel 
a- business has over-capacity. 
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Another 


ontinental Achievement 
that AMAZES even us 
4 


| | 





W ix a fertility of imagination that is 
breathtaking, man is dreaming up all sorts of fantasies 
for the world to come. Unrealities of a Wonderland, we 
accept them for what they're worth, and continue to go 
about our workaday affairs. 

We would not, however, scoff at these new projections, 
for strange as they may seem, still stranger innovations 
have materialized out of our war situations. There is the 
“Water Buffalo”, for example, — that amphibian tank 
which is at home on land or in water, and which masters 
the coral reefs and jungles. Powered by Continental Red 
Seal Engines, these Water Buffalos prove the versatility 
of power in its application to new inventions. 

It is this progress in the adaptation of power, with its 
corresponding advance in the designing of special engines 
for any purpose, that removes all barriers to man’s plan- 
ning of new power uses for the post-war world. 

Continental always has known how to build engines to 
precision specifications, and much of its fame also lies in 
its pioneering of new power developments. The war, 
however, has brought to the surface the versatility and 
ingenuities which have aroused the imagination, prodding 
it into new channels of power pioneering. This alive, 
dynamic thinking bodes well for the greater role power 


shall play in our post-war age. 
6 President 


(Continental Motors [orporation 
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Now for the companies which ap- 
pear to have the best prospects for 
post-war business. First of all is In- 
gersoll-Rand Co., which had very 
large earnings in the 1920s, a sharp 
stump for a few years, then excellent 
earnings starting in 1934, with the 
lowest net in ten years in that one 
at $3.03 and above $10 a share in one 
year since. Its ten year average was 
above $6.50 a share. The company 
makes a number of kinds of gas and 
oil engines, compressors, drills, 
pumps, pneumatic tools, air condi- 
tioning equipment, refrigeration ma- 
chinery and machines used in mining 
and quarrying. Many consumers 
have not been able to get these prod- 
ucts during the war period and a 
large demand is expected when they 
are released from war priorities. 

Worthington Pump & Machine 
Corp. has had a great increase in 
income during the war period, aver- 
aging almost $8 a share for the 1940- 
43 period. Before that it had some 
very good years and others with 
deficits. It makes a number of pumps 
used in industry, compressors, en- 
gines, heaters, air conditioning 
equipment and steam turbines. Sev- 
eral of these items are expected to 
continue in good demand in the 
post-war period. 

Buffalo Forge Co. has been in busi- 
ness since 1878, but its stock has been 
before the public for only a few 
years and was listed on the N. Y. 
Stock Exchange in 1944. Earnings in 
the past four years averaged about $3 
a share. The company makes a 
number of items used in air condi- 
tioning, heating, ventilating and the 
control of fumes and dust. It also 
makes machinery for various kinds 
of factories, machine tools, and a 
wide variety of pumps used in indus- 
try. Many of these items should be 
in good demand after the war. 

Fairbanks, Morse & Co. is famed 
for its weighing scales, but it also 
makes many types of engines for 
agricultural, industrial and marine 
use. It makes pumps used by water 
supply companies, also other equip- 
ment for this type of public utility. 
Earnings were large in the 1920s, fol- 
lowed by deficits in the early 1930s, 
then good results, with one excep- 
tion, from 1935 on. In the five years 
1939-43, it averaged well over $5.00 a 
share a year. Post-war prospects 
seem quite promising. 

Food Machinery Corp. normally 
makes a number of machines for use 
in farming for spraying, dusting, 
washing, grading, pitting, etc., for 
fruits and vegetables, and for can- 
ning a wide variety of foods. It has 
a number of other products of which 
some are fire fighting equipment, 
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box-mailing machinery, and pumps. 
In the war period, it has made a 
heavy, amphibious tank, trucks and 
gasoline pumps for airports and tank 
steamers. The company has had a 
long period of good earnings. The 
1940-43 average was above $5, a share. 
Post-war demand for its products 
should be quite large. It is one of 
the best stocks in this group. 

Foster Wheeler Corp. has had very 
large earnings in recent years, but 
had a poor record (after good results 
in the 1920s) in most of the period 
from 1930 to 1939. The 1940-43 an- 
nual average net income was nearly 
$6 a share. The company makes oil 
refinery machinery and steam-gener- 
ating equipment. It has a number of 
smaller activities. The company an- 
ticipates a good post-war business as 
it expects that many oil refineries 
and public utilities will be in the 
market for more modern equipment. 

Link-Belt Co. makes conveying, 
transmission, elevating and similar 
machinery, also special types of 
chains. Its earning record has been 
good, with a ten year average of well 
over $3 a share a year. It has good 
prospects for large post-war business, 
while its cash position is strong. 

United States Hoffman Machinery 
Corp. had mixed results, with some 
years of large earnings and some with 
large deficits, before the war. In the 
four years 1940-3, it averaged nearly 
$1.75 a share annually. The post- 
war prospects seem good as there has 
been none of this company’s product 
available for civilian use in the past 
two years. It makes clothes pressing 
machines, used not only by the neigh- 
borhood tailor but by clothing man- 
ufacturers, dry cleaners and laun- 
deries. 

Caterpillar Tractor Co. is a leading 
maker of tractor machines used in 
agriculture, building and road mak- 
ing. It also makes Diesel engines and 
several other products. The post-war 
demand is expected to be very large, 
while the company has had a long 
period of good earnings. The 1934- 
43 average income was above $3.50 a 
sare. The best years were not in the 
war period, but in 1936 and 1937, 
when over $5 a share was shown in 
each. 

American Machine & Foundry Co. 
specializes in machines for making 
cigarettes. It has other machines for 
packaging this product, for making 
_ and for stemming tobacco, 
while it has developed a growing 
business in recent years in specialized 
machines used in bakeries, also in 
making weighing and wrapping ma- 
chines used in many trades. Many of 
these items have been on the priority 
lists and therefore, a very large ac- 
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cumulated demand is believed to by 
waiting for the ending of the war 
Earnings have been. small, averaging 


about $1.20 a share annually in thf 
past ten years. 
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Oils as Post-War Invest- }* 


While 
ments ppears fi 


yospect S 
iderable 
me tim 
lived wells produce small amounwpan take 
of high-grade oil (used largely fopent proc 
lubricants) 75c a barrel will be alpigh leve 
lowed. Some goo fields with nearhpplus the 
300,000 wells will be benefitted bypring an 
the subsidy, it is estimated. The newgas to 
system, approved by Economic Stafutting 1! 
bilization Director Vinson, apparentpoay retu 
ly reflects the concession to Mrjyhen wa 
Ickes’ campaign for higher prices 
and is a compromise between the Pros; 
Petroleum Administration for War 
(PAW) and OPA. The new pro 
gram is also said to have the blessing (Co: 
of President Roosevelt and War Mofing met 
bilization Director Byrnes. The newfjenum a 
program will cost the Governmentfior lowe 
about $50,000,000, but according to}arnings 
OPA estimates a 35% general price}Nickel | 
increase (advocated by Ickes) would}jabor sl 
have cost the public $350,000,000. insistent 
Detailed regulations for subsidy}seel rec 
payments have not yet been re: ing earl 
leased, however. If the purchaser of}modera' 
crude oil from stripper wells has to}quirem: 
advance the premium price andfrise, in 
await reimbursement by the Govern-}compan 
ment, many small refiners will preferfand Va 
not to handle the higher-cost strip-Jdoubtft 
per production. Presumably thisfcan be 
difficulty will be recognized by thefiive la 
Defense Supplies Corporation, which] steels a 
will administer the plan. tentials 
The oil stocks have somewhat less f ever. 
leverage than the average industrialf Thr 
stocks but they have given a good]since t 
account of themselves in the past} boom 
two years, having advanced about} during 
86% compared with 72% for all in-} pean 
dustrials. Their wartime showing] been | 
has probably been due to the huge}ket de 
demand, the relatively favored tax }and ii 
position (due to depletion and drill-} Never 
ing allowances, and heavy capital | be reg 
exemption) and the lack of peace- | patien 
time transition problems. Over the | worth 
longer term, the market record is | gener 
slightly less favorable: our oil group } indica 
index (g2 stocks) at the bull market } bles. 
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The broader outlook for the in- | versel 
dustry remains favorable. Consump- | more 
tion will doubtless continue to rise, | despi' 
despite the development of more ef- | of th 
ficient automobile engines, due to | ation 
increasing demands for aviation, } At p 


house-heating and air-conditioning, | nies 
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eragin, logical progress will mean in- 
in thyeasing use of oil for production of 
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ies. 
faee While the longer term outlook 
pears favorable, the intermediate 
—— frospect should be viewed with con- 
) iderable caution, since it may be 
3 me time before civilian demand 
nountgan take up the slack of war use. Re- 
sly foxfent production has been at record 
be alfigh levels, and the new pipe lines 
nearlgplus the tankers formerly used) can 
ed bypring an immense amount of oil and 
e newpas to the Eastern seaboard. Price- 
c Stafutting in both crude and gasoline 


















arentfmay return to plague the industry 
» Mrfwhen war demands dry up. 
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r Mo. ing metals, such as nickel, molyb- 
- N€WHenum and vanadium are also in line 
Mentfor lower earnings this year. The 
1g tokarnings downtrend of international 
PrictiNickel Co. is almost solely due to 
ouldfiabor shortages, as demand is still 
00. finsistent and stocks moderate. Alloy 
sidy}steel requirements, after downtrend- 
| Tefing earlier this year, have recovered 
er offmoderately due to shifting war re- 
AS tOfquirements and may show a further 
and frise, improving prospects of such 
‘erm-Fcompanies as Climax Molybdenum 
efetfand Vanadium Corp. but it remains 
trip-fdoubtful whether last year’s results 
thisfcan be duplicated. Despite prospec- 
theftive large scrap supplies of alloy 
nich F steels after the war, longer term po- 
tentials are fairly favorable, how- 
less J ever. 
rial Throughout the war, that is ever 
00d} since the collapse of the shortlived 
astf boom in non-ferrous metals stocks 
out #during the early phase of the Euro- 
Jn-fpean conflict, these equities have 
Ing} been lagging behind the stock mar- 
ugefket despite large war-time earnings 
tax fand inflation hedge characteristics. 
ill-] Nevertheless a number of issues can 
tal | be regarded as sound values though 
ce-} patience may be required to reap 
he worthwhile profits. Some, too, offer 
1s} generous yields. These features are 
up | indicated on the accompanying ta- 
et | bles. Generally speaking, price pros- 
37 | pects over the nearer term appear 
_ [definitely below average but con- 
n- | versely, so is the market risk. The 
P-| more strongly situated companies, 
€, | despite the highly cyclical character 
f- | of their business, may have appreci- 
to | ation potentials over the longer term. 
n, | At present, leading copper compa- 
3, | nies in particular offer good yield. 
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These little red “corn plasters” relieve production aches 





Here an Armco engineer is taking 
a resistance reading of the strain 
on a deck plate urder 80,000 pounds 
of pressure. Wires lead from the 
“corn plasters,'' shown actual size 
at top, to the meter in the lower 
photograph. 


Waren you can discover where the 
“aches and strains” show up in a 
steel sheet under pressure, you can 
design a better product which avoids 
points of possible weakness. 


SPECIALISTS IN STEEL 


The bonded wire strain-gage is one of 
the methods the Armco Research Lab- 
oratories use in creating and improv- 
ing special purpose iron and steel 
sheets —to help manufacturers de- 
velop products that will be stronger, 
more durable and attractive. 
Armco’s experience of over 40 years 
in producing special purpose steels 
may prove helpful to your company 
in planning post-war products. We 





can help you select the grade of sheet 
steel best suited to your purpose — 
whether you require great strength 
with light weight; special finishes or 
coatings; attractive appearance; or 
exceptional fabricating properties. 


Why not consult with us about your 
problems? The American Rolling 
Mill Company, 2521 Curtis Street. 
Middletown. Ohio. 


Help Finish 
the Fight— 
with War 
Bonds 





Special Purpose Steels FOR TOMORROW’S PRODUCTS 





Only one metal producer, New Jer- 
sey Zinc, can be considered of genu- 
ine investment quality but the price- 
earnings ratio is correspondingly 
high. 

Brief comments dealing with the 
near-term earnings and dividend 
out-look of the more prominent met- 
al producers are included in the first 
statistical table. Near-term_ pros- 
pects of companies listed in the sec- 
ond table are outlined in the follow- 
ing paragraphs. 

Alaska Junea, having been forced 
to shut down its mine because of la- 
bor trouble, will end up the vear 





with a deficit probably substantially 
exceeding the 7c a share deficit otf 
last year. Under the circumstances, 
cash will be conserved and no divi- 
dends are possible. Aluminum 
Ltd.’s volume will drop considerably 
and so will earnings for the year, 
due to excess production. Mainte- 
nance of the $2 quarterly dividend 
is likely but the year-end extra is not 
assured. American Zinc, Lead & 
Smelting will probably earn consid- 
erably less than last year if first-quar- 
ter property reserves are maintained. 
Early common dividends are unlike- 
ly as the clearing up of small pre- 
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ferred arrears is not indicated. Sub- 
ject to maintenance of premium 
price benefits, 1944 earnings of 
Eagle Pitcher Lead may come close 
to the 1943 figure and no change in 
the dividend is anticipated. Hud- 
son Bay Mining will probably earn 
substantially less than last year; an- 
other $1 semi-annual dividend is 
likely, but not assured, in addition 
to the $1 paid so far this year. 
Inspiration Consolidated Copper 
may be able to hold 1944 earnings 
close to last year’s figure if price 
premiums are maintained or broad- 
ened and no production cutback oc- 
curs. Maintenance of the 25c quar- 
terly dividend is indicated. Lake 
Shore Mines should do nearly as well 
as last year with the 20c quarterly 
dividend continued. The same 
holds good for Magma Copper Co. 
whose 25c quarterly dividend is held 
safe over the nearer term. MclIn- 
tyre Porcupine, premier Canadian 
gold producer, should earn close to 
last year’s figure and dividends are 
again expected to total $3.33 in Ca- 
nadian funds. Miami Copper Co. 
may slightly improve upon last year’s 
earnings but because of working 
capital needs, dividends are unlikely 
to exceed 50c for the year. 
And now a word about gold 
shares which despite severe interrup- 
tion of operations due to war-time 
restrictions have enjoyed far more 
popularity than most base metal 
equities. Being purely long range 
speculations, this popularity attests 
to the growing belief in the future 
of gold, strengthened by recent in- 
ternational monetary discussions, 
and the thought that a higher U. S. 
gold price may eventually material- 
ize though nothing at the moment 
would tend to confirm such a possi- 
bility. 
The trend since late 1943 toward 
the easing of output and supply re- 
strictions on gold production in the 
U. S. and Canada has been tempo- 
rarily checked by labor shortages and 
under the circumstances it is doubt- 
ful whether American production 
can reverse its war-time downtrend 
or Canadian production maintain 
the moderate improvement regis- 
' tered early this year. As a whole, 
straight gold producers, that is mines 
having no by-product output of war- 
time value, cannot expect any 
worthwhile earnings increase and 
may even show receding income if 
dependent on the processing of low- 
er grade ore. Even larger produc- 
ers, with a greater variety of ore 
grades available, may have difficulty 
in covering 1943 dividend require- 
ments. 

No marked change in the outlook 
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is likely until the end of the Euro- 
pean war, or its near-end, permitting 
the easing of restrictions now hold- 
ing down operations. Holders of 
gold shares, then, must be prepared 
lo exercise patience. Satisfactory 
profits are unlikely until large-scale 
production can be resumed and ris- 
ing costs brought under control. 





International Cartels 





(Continued from page 445) 


cartel agreements would be filed, 
and to obtain statements of policy 
favoring standardization of patent 
systems along the lines of the British 
system. Whether this proposed over- 
all approach is to be accompanied 
by further detailed action remains 
to be seen. 

As far as American business is con- 
cerned, what it needs is a set of rules 
with sufficient acceptance and _per- 
manence to justify international ac- 
tivities without constant fear of 
prosecution or stigma. While not 
all American industrialists are op- 
posed to cartels, virtually all of them 
freely advocate, and would prefer, 
a completely free and competitive 
enterprise system if it could be had. 
Most would be glad to see cartels 
abolished. However, they do exist 
and must be reckoned with as a pow- 
erful force in international trade. 
If they cannot be abolished through 
world economic arrangements, it is 
time—so they feel—to consider real- 
istically whether American business 
and industry is strong enough to go 
into the world markets free of any 
arrangements with foreign indus- 
tries. If we find that they cannot, 
we must evolve a specific policy un- 
der which business can _ operate 
abroad rather than keep it exposed 
to sporadic prosecution in attempt- 
ing to enforce the unenforcible. In 
short, our businessmen, and foreign- 
ers too, should know where they 
stand. Besides, cooperation with 
other nations will not be promoted 
if we continue our policy of spas- 
modically enforced competition 
while other nationals progress fur- 
ther along the road of industrial in- 
tegration. 

In our fight against foreign car- 
tels, we hold important cards, most 
valuable of which is our tremendous 
buying power in foreign markets. 
No doubt it will be played to the 
hilt, especially in combatting raw 
materials cartels, such as rubber and 
tin, which have long been a thorn 
in our side. Yet here too, agreement 
in our sense will be difficult since 
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international stabilization of ray 
materials prices is a declared British 
post-war economic policy and they 
may not see eye to eye with us in the 
matter of price levels. 

Valorization or restriction scheme 
of this type, from a world economic 
standpoint, have been far more im. 
portant — and obnoxious — in effect 
than the currently much-discussed 
cartels among manufacturing and 
processing industries. Still we have 
been proceeding along similar lines 
by joining the international wheat 
agreement and just recently it has 
been reported that a cotton cartel, 
run by the governments of cotton 
producing and consuming nations, 
is a favored post-war project of our 
Department of Agriculture, control. 
ling prices and fixing export and im 
port quotas. 

This development tends to prove 
the existence of the tendency earlier 
noted, namely that we ourselves may 
become a party to a number of in- 
ternational agreements governing 
the flow of important raw materials. 
If we do, we at once tear a hole in 
our anti-cartel policy structure which 
would then hardly permit, in other 
fields, pursuance of worldwide car- 
tel busting activities as presently en- 
visaged in certain quarters. 

Eventually, we hope, a sensible, 
realistic policy will crystallize out 
of the present confusion, a policy 
which, while keeping our best inter- 
est at heart, will not insist on block- 
ing an enlightened attitude towards 
properly regulated foreign cartels. 
Whatever their past abuses, in many 
fields they have proved themselves 
as an efficient instrument of econo- 
mic stability, one which we may 
want to use constructively ourselves 
if conditions warrant. Less heat and 
more light on the subject may help 
us formulate that sort of policy. .... 












































Another Look at— 





(Continued from page 471) 
excessively high. Compared with 
that of a good many other industrials 
with far less well defined post-war 
prospects, the ratio must be regarded 
moderate. The stock should have 
further market potentials and if in 
the course of future reactionary mar- 
ket phases, it can be picked up below 
present levels, so much the better. 
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| Special Enrollment 


How We Gauged Market Turn 


Prepare Now to Profit From / 
Next Recovery Phase! 


On July 5.. 


then neutral. 


On July 11... at the top... 


ments. 


Forecast subscribers are in the advanta- 
geous position of having their capital in- 
crease in purchasing power at the lower 
prices prevailing. They have the assur- 
ance of knowing that they will be ad- 
vised when to replace their short-term and 
investment holdings. 


Capitalize on Today’s Markets... 
on Opportunities in the Making 


Your enrollment 


We will... 


subscription cost. 


sell... 


what to hold. 


2. Send you our weekly analysis of current market and 
next phase of advance . . 


market’s outlook. 


3. Advise you of our new security selections and tell you 


when to buy. 
4. Follow through each 


when to sell. 


Only 4 points profit ot 20 shares will cover your enrollment for a full year. 
tage of our special offer of FREE service as outlined on the coupon below. 


We suggest that you enroll now to be sure to participate in our new campaign from the 


very beginning. 


. as the market approached the peak of its intermediate advance . . . we 
advised closing out Lima Locomotive with 214 points profit. Our short-term position was 


we recommen ded taking an additional profit of 1234 points 
on Minneapolis Moline pf., making our investment position 70% liquid. The remaining 
securities are retained for income and capital building despite intervening movements. 


with The Forecast at this time can be worth to you many times its 


i) 

: Po ‘ HW 

1]. Appraise your present securities and advise you what to i} 
) N | 


. gearing your position to the 


commitment 






Here is the service you need to keep pace 
with today’s dynamic markets and those 
now developing . . . to capitalize on the 
great shifts in security values to be created 
by the accelerating transition from war to 
peace. In the vital period ahead. you can 
build capital and income. 


and advise you i 


Take advan- 





FREE SERVICE TO SEPTEMBER 15 








1 7 
8-5 | 
Offer ! | THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. 1 
1 
MONTHS’ ; I enclose [J] $45 for 6 months’ subscription; [] $75 for a year’s. subscription. 
6 SERVICE $45 (Service to start at once but date from September 15, 1944) | 
1 
| (j Airmail Your Bulletins To Me. {[] Telegraph me collect in anticipation of 1 
MONTHS’ | (O $1.50 for six months; [] $3.00 for ~ important market turning points .. . 1 
12 SERVICE 7 5 one year in U. S. and Canada.) when to buy and when to sell. i 
1 

1 ‘ 
i [TTT ale gear ee PPR one Aare ree FO Ade eG ter Ace ee ee oer ee ea ct we ee eA ee urd 1 
1 

servi 1 at | 
Complete service will start ge 703 (2 11 CE ee Ref Pe eee a er eae Pee DE PT eee Senne Er ae ORME er een rae Re 
once but date from Sept. 15. : 
Subscriptions to The Forecast | Ge rea rc ha satin, Pk wie oe aaa Cres seat tha sel a Oh scayer's, ental Net ons ene EMI Stes a 22.5 sana 
| are deductible for tax purposes. Your subscription shall not be assigned at List up to 12 of your securities for our initial ' 
| { any time without your consent. analytical and advisory report. 
- 1 

SS \ ! 
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Send Your Check for $2.50 
to MAGAZINE of WALL STREET, 90 Broad St., New York 4, N.Y. 


How to Make Money 
in the*Next Two Years 


By A. T. MILLER 
Market Authority 

















Opportunities for Income 
and Appreciation in Bonds 
and Preferred Stocks 





(Continued from page 469) 


ing units of the system. 

Recently, the Securities Exchange 
Commission found the corporate 
structure of Buffalo, Niagara & East- 
ern Power Corporation to unfairly 
and inequitably distribute voting 
power and has ordered a separate re- 
capitalization. According to this or- 
der, the company’s $5.00 first pre- 
ferred will remain undisturbed but 
will be extended voting rights. New 
common stock will be distributed for 
the remaining capitalization, consist- 
ing of the $1.60 preferred stock un- 
der review, class A and common 
stock. The latter two issues are 
owned by Niagara Hudson Power 
Corporation. While no decision 
was made as to the allocation of new 
common stock, the Commission states 
that Niagara Hudson would be en- 
titled to receive for its present hold- 
ings no more than a minority inter- 
est, if any, in the recapitalized 
company. The Commission left a 
way open for a merger of Buffalo, 
Niagara & Eastern Power with its 
operating subsidiaries. The propor- 
tionate amount of common stock to 
be distributed to the $1.60 preferred 
stock is not known at this time, but 
in view of the Commission’s findings 
it should obtain a very substantial 
majority. The $1.60 preferred stock 
is traded in on the New York Curb 
Exchange and sold this year as fol- 
lows: high 1754; low 1454; last 1674. 
The highest this stock sold was 2714 
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in 1937. Commitment in this junior 
preferred stock at current market 
level appears to involve little risk 
and has good possibilities for price 
appreciation. For readers who are 
willing to forego income at the pres- 
ent time, this stock is recommended 
as a good speculation for price ap- 
preciation. 





Answers to Inquiries 





(Continued from page 472) 


common outstanding, earnings for 
the full year will be about 65 cents 
or less than earnings for six months 
before the conversion. Of course, 
the bond interest is a charge be- 
fore taxes but it is less than $25,- 
ooo a year, and if this saving were 
subject to taxation at an average of 
60%, the net gain for the common 
would be another 11 cents per 
share. 

Even if we could assume post-war 
prospects as being fair, it would still 
seem that the stock is fully priced 
around 414-454 and the bonds at 
from 135 to 140. Since increasing 
competition under normal conditions 
would more than likely offset any 
savings from tax reductions, we be- 
lieve that early liquidation would be 
preferable to retention of this hold- 
ing. 


Lee Tire and Rubber 


“IT wish to know about the manage- 
ment of the Lee Rubber & Tire Com- 
pany. Do the management ever have any 
trouble with labor? Were they consist- 
ent in their management since the com- 
pany was established?”—R. H., Cincin- 
nati, Ohio. 


Lee Tire & Rubber Company ha 
been in business since 1911, has a 
excellent dealer distribution system 
In part, distribution of tires, etc., ij 
accomplished through service sta 
tions of Phillips Petroleum Com 
pany, Atlantic Refining and Signa 
Oil Company. The company alg 
manufactures other types of rubbey 
goods, such as packing and conveyoj 
belting, hoses and accessories for thq 
automobile industry such as rubbe 
flooring, stripping, etc. Lee Tire § 
Rubber also owns a 35% interest i 
the National Synthetic Rubber Cor. 
poration which was formed to oper 
ate a government-owned synthetig 
plant in Kentucky, other co-owners 
being Goodall Rubber Company 
Hamilton Rubber Manufacturing 
Company, Hewitt Rubber Compan 
and Minnesota Mining & Manufac 
turing Company. 

Our files do not contain any data 
with respect to any labor difficultie 
that may have occurred so that w 
cannot answer this question. 

A review of operations since 1936 
would seem to indicate that the man: 
agement is exceptionally qualified 
and forward looking. In this period 
the lowest reported earnings were 
$2.20 per share in 1936 while the 
highest figure was $6.14 in 1941 with 
an 8 year average of $4.17 per share 
per year. Dividends paid in thi 
time were 50 cents in 1936, $1.60 in 
1937, $2.50 in 1938 and 1939, and 
$2.25 each year since then plus 5% 
in stock also paid in October, 1939. 
Net asset value of the shares has 
shown a steady increase in this pe- 
riod running from $32.33 in 1936 to 
about $46.75 at present or almost 
50% increase. Due to a heavy vol- 
ume of correspondence we cannot 
undertake to cover a longer period 
in justice to other subscribers. As 
we have taken both war and peace 
years into consideration, it is plain 
to see that the company is able to 
hold its own and we regret we do 
not have time to take the period 
1930-1936 into consideration so as to 
make a comparison with that era. In 
the period 1932-1944, the stock is 
reported to have sold as low as 13 
and as high as 445% but the improve 
ment evidently commenced with the 
depression when the practice of dis: 
tribution through gasoline service 
stations was inaugurated. 








IN THE NEXT ISSUE 


Where Transition Prob- 
lems Are Shrinking 
By Ward Gates 
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